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LIQUOR STORES GP INC. .

General Partner of ‘Liquor Stores Limited f-“artnefship'

November 20, 2006 1

Securities and Exchange Commission A CANADA POST
100F Street, NE : .
Washington, DC 20549

USA '

- SUPPL

Attention: Filing Desk

Re: Liguor Stores Income Fund, Submissions Pursuant to Rule 12g3-2(b), File No_. 82-34937

Dear Sir/Madam:

On behalf of Liquor Stores Income Fund (the “Fund”), and pursuant to Rule 12g3-2(b) under the Securities Exchange
Act of 1934, as amended, we enclose copies of the Fund’s:

News release regarding the acquisition of 12 liquor stores in Calgary, dated May 31, 2006;
News release regarding the second quarter results conference call, dated August 7, 2006;
News release regarding the second quarter results and cash distribution increase, dated August 11, 2006;
News release announcing the appointment of a new Trustee and Boan:;l member, dated September 5, 2006;
News release regarding the Issuance of Trust Units, dated September 7, 2006; - l

News release regarding the Issuance of Trust Units, dated October 2, 2006;

News release announcing new stores, dated October 23, 2006;

News release regarding third quarter results conference call, dated October 26, 2006;

. News release — Form 52-109FM2 Certification of Interim Filings of the CEO, dated November 8, 2006,
10.-  News release — Form 52-109FM2 Certification-of Interim Filings of the CFO, dated November 8, 2006;
11. . - News release regarding third quarter results, dated November 8,2006; and

12. News release announcing new president of the Fund, dated November 8, 2006.

N N o

As required pursuant to Rule 12g3-2(b), the exemption number appears in the upper right-hand corner of each
unbound page and on the first page of each bound document. :

Pléase contact the undersignéd at (780) 702-2392 should you have any questions concerning the contents of
this letter. L B '

Yours truly,_. .- : C
LIQUOR STORES GP INC. o PR
Administrator of Liquor Stores Income Fund ‘ A OQESSED o

: - DECO
: L _ . . K A “ ) H
?7.:5 . T / Ty \ ) .

Tory Thibaudeau T e ’:INANCIAL
Corporate Paralegal ' - :

- " Suite #1120, 10235 - 101 Street, Edmonton, Alberta T5J 3G1 * Telephone: (780) 944-9994

« Fax: (780) 702-1999
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s - ’A:tie:!tion Business/Financial Editors: ||

Liquor Stores Income Fund Announces the Planned ’

Acquisition of 12 Liquor Stores in Calgary |l

|
EDMONTON, May 31, 2006 - Liquor Stores Income Fund (the “Fund”) (TSX: “LIQ.UN")
announced today the planned acquisition of 12 additional stores in lf\lbeﬂa. The Fund will
be acquiring 12 of the 14 stores operated by Willow Park Group in Calgary.. Willow Park
Group is the 6th largest independent chain of liquor stores in Aiberta The acquisition of
the new stores is subject to customary closing conditions and regulatory approvals.
Completion is expected to take place during June and July. The total cost to the Fund of
the 12 stores and the 13 previously announced acquisition and development stores is
4 approximately $24,000,000 and together they are expected to result in the addition of
approximately $3,000,000 in EBITDA to the Fund on an annuallzed basis. The 12 stores
announced are in addition to the 13 stores announced in the May 12th, 2006 press \
release, and w:lt bring the total number of stores to be operated by the Fund to 100. |

All of the Fund’s growth from new store development and acquisition is from transactions J
with arm’s length third parties and the accretion in value of these acquisitions and
developments accrues to the benefit of the Fund'’s unitholders.

Irving Kipnes, President and Chief Executive Officer of Liquor Stores GP Inc., stated ‘I :
am extremely pleased with the performance of the Fund's acquisition and new store |
development program in that we have reached our stated 3 to 5 year target of doubling !
the number of stores in the Fund in less than 2 years, We are looking forward to '
continued growth of the Fund. * - !
About Liquor Stores Income Fund | {
The Fund is a publicly traded Canadian income fund that participates in the retail liquor industry in -
Alberta and British Columbia through its 72.3% interest in Liquor Stores Limited Partnership.

Liquer Stores Income Fund is Canada’s largest operator of private Ilquor stores by number of

stores.

The Fund Units trade on the Toronto Stock Exchange under the symbol L:IQ.UN.
‘ |

|
|
|
|
|
|
|




-

b .
Additional information about Liquor Stores Income Fund is available at www,sedar.com and the
Fund's webzite at www liquorstoresincomefund.ca. !

' For further information, please contact: :

Irv Kipnes ‘ Patrick de Grace, CA
Chief Executive Officer ' ' Chief Financial Officer
Liquor Stores GP Inc. Liquor St?res GP Inc.
(780) 944-9994 ext 6 . (780) 917|—4179

|

|

NON-GAAP MEASURES r

References to “EBITDA” are to earnings before interest, income taxes, depreciation and
amortization and references to “distributable cash” are to cash available for distribution
to unitholders in. accordance with the distribution policies of the: Fund. Management
believes that, in addition to income or loss, EBITDA and cash available for distribution
before debt service, changes in working capital, capital expendltures and income taxes
are useful supplemental measures of performance. Specifically, management believes
that EBITDA is the appropriate measure from which to make adjustments to determine
the distributable cash of the Fund. Distributable cash of the Fund is a measure generally
used by Canadian open-ended trusts as an indicator of financial performance. As one of
the factors that may be considered relevant by prospective mvestors is the cash
distributed by the Fund relative to the price of the Fund Units, management believes that
distributable cash of the Furd is a useful supplemental measure that may assist
prospective investors in assessing an investment in the Fund. !

EBITDA and distributable cash are not earnings measures recognized by GAAP and do
not have standardized meanings prescribed by GAAP. Investors are cautioned that
EBITDA and distributable cash should not replace net income or loss (as determined in
accordance with GAAP) as an indicator of the Fund's performance, of its cash flows °

_from operating, investing and financing activities or as a measure of its liquidity and
cash flows. The Fund's methods of calculating EBITDA and distributable cash may
differ from the methods used by other issuers. Therefore, the Fund s EBITDA and
distributable cash may not be comparable to similar measures presented by other
issuers.

FORWARD LOOKING STATEMENTS I

This press release contains forward-looking statements. All statements other than
statements of historical fact contained in this press release are fonNard -logking
statements, including, without limitation, statements regarding the future financial
position, cash distributions, business strategy, proposed ach|5|t|ons budgets, litigation,
projected costs and plans and objectives of or involving the Fund or Liquor Stores LP.
You can identify many of thesz statements by looking for words such as “believes”,
“expects”, “will”, “intends”, “projects”, “anticipates”, “estimates”, “continues” or similar
~words or the negative thereof. These forward-looking statements linclude statements
with respect to the amount and timing of the payment of the distributions of the Fund.
‘There can be no assurance that the plans, intentions or expectations upon which these
forward-looking statements are based will occur. Forward-looking;statements are
- subject to risks, uncertainties and assumptions, including, but not limited to, those
discussed eisewhere in this press release. There can be no assurance that such
expectations will prove to be correct.
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Some of the factors that could affect future results and could cause results to differ
materially from those expressed in the forward- -looking statements contained herein .
include, but are not limited to, those discussed under “Risk Factors” Iln the Fund's
Annual information Form and other documents the Fund files with Canadian securities
regulatory authorities, copies of which are available from the Fund directly, or on its
website, www liquorstoresincomefund.ca, or on the SEDAR websitefat www.sedar.com .

The forward-looking statements contained herein are expressly qualified in their entirety
by this cautionary statement. The forward-looking statements mcluded in this press
release are made as of the date of this press release and the Fund assumes no
obligation to update or revise thiam to reflect new events or mrcumstances except as

expressly required by applicable: securities law. [
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Liquor Stores Income Fund Second Quarter Results Conference Call

EDMONTON, ALBERTA - (CCNMatthews — August 7, 2006) — Liquor Stores Income

Fund (“Liquor Stores”) (TSX:LIQ.UN) will conduct a conference call on August 11,
2006 following the release of its financial results for the second quarter ending June 30,
2006. Liquor Stores intends to release these financial results after tllw close of markets on
August 11, 2006. The details of the conference call are as follows: l

Date: Friday, August 11, 2006 ;
Time: 5:00 PM E.D.T. |
Participants: Irv Kipnes, CEO |

Rick Crook, EVP & COO
Pat de Grace, CFO

Local Access Number: 416-695-7896

Toll-Free Access: 1-888-280-8771

An archived recording of the conference call will also be available approximately one
hour after the completion of the call until August 18, 2006 by dialing 416-695-5275 or
Toll-Free Access: 1-888-509-0081. Passcode required - 629227.

Liquor Stores is a publicly traded Canadian income fund that participates in the retail.
liquor industry in Alberta and British Columbia through its 72.3% interest in Liquor
Stores Limited Partnership. Liquor Stores Income Fund is Canada’ 5 largest operator of -
private liquor stores by number of stores. The Fund currently operates 95 stores, 7 of
which are located in British Columbia. !
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The Fund Units trade on the Toronto Stock Exchange under the synrlbol LIQ.UN.

Additional information about Liquor Stores Income Fund is available at www.sedar.com
and the Fund’s website at www.liquorstoresincomefund.ca.

For further information, please contact: I

Irv Kipnes Patrick de Grace, CA

I
Chief Executive Officer : Chief Financial Officer
Liquor Stores GP Inc. Liquor Stores GP Inc.

(780) 944-9994 ext 6 | (780) 917-4179
t



~ August 11, 2006

Attention Business/Financial Editors:

Liquor Stores Income Fund Reports 2006 Second Quarter Results and Announces Cash
Distribution Increase: |

EDMONTON, Liquor Stores Income Fund (the “Fund”) (TSX: LIQ.UN} announced its results. for -

the three and six months ended June 30, 2006. For the second quarter, the Fund reponed sales of $52.2 million
compared to $38.5 million in 2005. For the six months ended June 30, sales were $90.2 million compared to
$65.3 million in 2005. !

Same store sales increased by 9.26%. Scles for the second quarter of 2006 benef ted from the timing of festive
occasions and other holidays. Same store sales for the six months ended June 30, 2006 increased 5.64%.
Favourable weather conditions in Western Canada and the participation of Alberta-based professional hockey
teams in the Stanley Cup playoffs also contributed to the year over year |mprovem:ent

i

For the quarter ended June 30, 2006, eamings before non-controlling interest were $4.0 milfion or $0.33 per
weighted average unit outstanding and net earnings were $2.9 million or $0.33 per weighted average unit
outstanding. For the six months ended June 30, 2006, eamings before non—contromng interest were $5.1 million
or $0.45 per weighted average unit and net earnings were $3.6 million or $0.47 per weighted average unit
cutstanding. Distributable cash per weighied average unit outstanding for the three month and six month periods
were $0.33 and $0.45, respectively, compared to $0.27 and $0.38 in 2005. Distributions declared were $0.30
per unit for the second quarter of 2006 and $0.60 for the six months ended June 3.0, 2006.

Operating margin as a percentage of sales for the quarter ended June 30, 2006 was 8.95% compared to 8.38%
for the second quarter of 2005. The operating margin for the quarter benefited from the timing of Easter in 2006
compared to 2005. For the six months ended June 30, 2006, operating margin as a percentage of sales was
7.28% compared to 7.10% for the same pericd last year.

|
Irv Kipnes, President and Chief Executive Officer of Liquor Stores GP Inc. stated, “We are extremely pleased
with the performance of the Fund in the second quarter and the year to date related to sales, earnings,
acquisitions and new store development. We are expecting continued sales and earnings growth in 2006 as a
result of the 25 acquisitions and new stores opened in 2005, the 20 acquisitions and new stores opened to date
in 2006 and the expected completion of the further acquisition and development of 6 stores scheduled for the
third quarter of this year. !

All of the growth from new store development and acquisition results from the! Fund’s transactions with arms
length third parties, and all the accretion in value from this growth continues to accrue to the benefit of the Fund's
Unitholders.

I am also pleased to announce that, because of the accretive nature of acqwsmons and newly developed stores
and improved results from our ongmal 50 stores, the Board of Directors of LIQUOF Stores GP Inc. has approved
an increase in cash distributions from $1.20 annually ($0.10 per month) to $1.40 ($0.1167 per month). The
increase will be effective commencing with the distribution payable November 15 2006 to Unitholders of record
October 30, 2006.” |

About Liquor Stores Income Fund

|
|
|
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The Fund is a publicly traded Canadian income fund that participates in the retail liquor industry in Alberta and
British Columbia through its 72.3% interest in Liquor Stores Limited Partnership. Liquor Stores Limited
Partnership is Canada’s largest operator of private liquor stores by number of stores. The Fund currently
operates 95 stores. ‘ |

The Fund's trust units trade on the Toronto Stock Exchange under the symbol LIQ.UN.

Additional infarmation about Liquor Stores Income Fund is available at www.sedar.é;om and the Fund's website at
www.liquorstoresincomefund.ca. _ i

For further information, please contact: |

Irv Kipnes Patrick de Grace,: CA
- Chief Executive Officer Chief Financial Officer
Liquor Stores GP Inc. ' Liquor Stores GP, Inc.

(780) 944-9994 ext 6 | (780) 917-4179 |

" NON-GAAP MEASURES

Distributable cash of the Fund is a measure generally used by Canadian open-ended trusts as an
indicator of financial performance. As one of the factors that may be considered relevant by unitholders
and prospective investors is the cash distributed by the Fund relative to the price of the Fund's trust
units, management believes that distributable cash of the Fund is a useful supplemental measure that
may assist unitholders and prospective investors in assessing an investmtaint in the Fund.

Operating margin has been derivec by adding interest expense, amortization of property and
equipment, intangibles and pre-opening costs and non-controlling mterest tc net earnings for the
period. .

Operating margin, as so calculated, and distributable cash are not measu'res recognized by Canadian
generally accepted accounting principles ("GAAP") and do not havé a standardized meaning
- prescribed by GAAP. investors are cautioned that operating margin and dlstrlbutable cash should not
replace net income or loss (as determined in accordance with GAAP) as an indicator of the Fund's
performance, of its cash flows from operating, investing and financing activities or as a measure of its
liquidity and cash flows. The Fund's method of calculating operating margm and distributable cash
may differ from the methods used bty other issuers. Therefore, the Fund's operating margin and
distributable cash may not be comparable to similar measures presented by other issuers.

FORWARD LOOKING STATEMENTS i

This press release contains forward- -looking statements. All statements other than statements of
historical fact contained in this press release are forward-looking statements, including, without
limitation, statements regarding the future financial position, cash dlstnbutlons business strategy,
proposed acquisitions, budgets, litigation, projected costs and plans and objectlves of or involving the
Fund or Liquor Stores Limited Partnershlp You can identify many of these statements by looking for
words such as “believes”, “expects”, “will", “intends”, “projects”,. “anticipates”, “estimates”,

“continues” or similar words or. the negative thereof. These forward-looking statemeénts include
statements with respect to the amount and timing of the payment of the distributions of the Fund.
There can be no assurance that the plans, intentions or expectatlons upon which these forward-
looking statements are based will occur. Forward-looking statements are subject to risks, uncertainties

|
|



and assumptions, including, but not lirnited to, those discussed elsewhere in this press release. There
can be no assurance that such expectations will prove to be correct.

Some of the factors that could affect future results and could cause results to differ materially from
those expressed in the forward- Iooklng statements contained herein mclude but are not limited to,

" those discussed under “Risk Factors” in the management's discussion and analysis that forms part of

this press release. _ }

The information contained in this press release, including the mformat:on set forth under "Risk
Factors”, identifies additional factors that could affect the operating results and performance of the
Fund and Liquor Stores LP. See also the Fund’s Annual Information Form and other documents the
Fund files with Canadian securities regulatory authorities for further deta|I copies of which are

available from the Fund directly, or on its website, www. ||guorstoresmcomefund ca; or on the SEDAR
website at www.sedar.com . 1

The forward-looking statements contained herein are expressly quallf ed in their entirety by this
cautionary statement. The forward-locking statements inctuded in this press release is made as of the
date of this press release and the Fund assumes no obligation to update | or revise them to refiect new
events or circumstances except as expressly required by applicable securities law.
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MANAGENENT'S DISCUSSION AND ANALYSIS
OF FINANCIAL CONDITION

AND RESULTS OF OPERATION I

For the Second Quarter Ended June 30, 2006
As of August 11, 2006

i




EAl

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND
RESULTS OF OPERATIONS

This management’s discussion and analysis (“MD&A") should be'read in conjunction
with the interim consolidated financial statements and accompanying notes (“Financial

‘Statements”} of Liquor Stores Income Fund (the “Fund”) for the suxlmonths ended June

30, 2006 and the annual consolidated financial statements and accompanymg notes of
the Fund for the year ended December 31, 2005. Results are reported in Canadian
dollars unless otherwise stated and have been prepared in accordance with Canadian
generally accepted accounting principles (“GAAP™). Certain dollariamounts have been
rounded to the nearest hundred thousand dollars or thousand dollars. References to
notes are to the notes to the Financial Statements of the Fund unles;s otherwise stated.

Throughout this MD&A references are made to “distributable cash”, “operating margin”,
and other “Non-GAAP Measures”. A description of these measures and their limitations
are discussed below under “Non-GAAP Measures”. See also !"Risk Factors" and
"Forward-Looking Statements”. !

|
This MD&A is dated August 11, 2006. |
|

OVERVIEW OF THE FUND i

Issuance of Fund Units and Development of the Business |

The Fund is an unincorporated open ended, limited purpose trust t-l:-stablished under the
laws of the Province of Alberta. The trust units (*Units”) of the Fund trade on the Toronto
Stock Exchange under the symbol LIQ.UN. Through its 72. 31%. ownership of Liquor
Stores Limited Partnership ("Licjuor Stores LP"), the Fund operates,95 retail liquor stores
in Alberta and British Columbia and is the largest liquor store operator in Alberta by
number of stores. ‘

The Fund commenced business operations on September 28, 2004 when it completed
its initial public offering of Units and acquired the net assets of The Liquor Depot
Corporation and Liquor World Group Inc. and other wholly owned subsidiaries or
compames that were under common control (collectively, the “Vendors) for $97.4 million
in cash and Subordinated and £xchangeable LP Units. ;

In March 2005 and March 2006 the Fund issued 1,830,000 and. 1,600,000 units,
respectively, from treasury for aggregate net proceeds of $59.2 miillion. In conjunction
with the March 2006 offering, the Vendors sold 827,132 Units by way of a secondary
offering. As a consequence of the secondary offering and other exchanges the Vendors
now have a 27.69% non-contr¢lling interest

A- portion of the net proceeds of the March 2005 and March 2006||ssuances were used
to fund deposits for acquisitions occurring after June 30, 2006 and, to acquire or develop
36 retail liquor stores. To datz, the aggregate of deposits and the cost to acquire and
develop retail liquor stores, exclusive of working capital, is approximately $46.9 million.
The balance of the net proceeds was used to temporarily repay bank indebtedness
related to inventory financing.

|
Subsequent to June 30, 2006, the Fund completed the acquisition of 8 additional retail
liquor stores and opened a retail liquor store. As at August 11, 2006, the Fund operates
95 retail liquor stores. The opening of a store currently under development and the
acquisition of 5 additional stores are expected to be completed in t?e third quarter.

|
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The geographic location of the 95 liquor stores currently being operated is provided in
the following table:

Alberta British Columbia  Total
Edmonton Calgary Other Lower Mainland Other

i

Number of stores 40 31 17 3 4 95
' References to Edmonton and Calgary are to stores located in or near those urban centres.
Other commuunities served in Atberta include Red Deer (3), Lethbndge (1), Fort McMurray -
(5), Slave Lake (3}, Banff (1), Grande Prairie (2) and Edson (2).
In British Columbia other communities served include Victoria (1), Kamloops (1), and
Kelowna (2).
The Fund also operates a pub connected to a retail store in British Columbia.

Business of the Fund

The Province of Alberta is the only province in Canada that has a fully privatized retail
distribution system for adult beverages. With 88 liquor storesﬁ operating in Alberta,
where there are approximately 1,050 liquor stores, the Fund is the largest liquor store
~ operator by number of stores. We believe that the Fund is thel second largest liquor
store operator by revenue in Alberta. !

I
The Fund also operates 7 stores and a pub in British Columbia. The Province of British
Columbia’s model for liquor distribution is a blend of private and; government operated
retail outlets.

Dlstnbutable Cash and Cashn Distributions ,

The Fund’s policy is to distribute available cash from operations to Unitholders to the
extent determined prudent by the Trustees of the Fund. Cash avallable for distribution is
after cash required for maintenance capital expenditures, working capltal reserve, and
other reserves considered advisable by the Trustees of the Fund. |The policy allows the
Fund to make stable monthly distributions to its Unitholders based|on estimates of
distributable cash. The Fund pays cash distributions on or about the 15th of each month
to Unitholders of record on the last business day of the previous month

The Fund reviews its historic and expected results on a regular basis. This review
includes consideration of economic conditions, including labour market trends, and the
competitive environment. Based on this review and the fi nancial performance of the
Fund, cash distributions have been made as follows: |

Payment Dates Monthly Annualized
i

November 15, 2004 to May 16, 2005 $0.08$33 $1.000

June 16, 2005 to January 18, 2006 $0.08958 $1.075

Commencing February 15, 2006 $0.10000 $1 .200

.On August 11, 2006, an increase in the cash distribution from $1 .20 (%0. 10 monthly) to .
$1.40 ($0.1167 monthly) arnually was approved. The mcrease will be effective
_commencing with the distribution payable November 15, 2006 to Unitholders of record
:October 30, 20086.

Distributions declared during the three months ended June 30, 2006 were $3,579,000 or
.$0.30 per unit. On a weighled average basis, distributable cash per unit was $0.38.
‘Since inception, the Fund has distributed approximately 95% of its distributable cash.
‘For fiscal 2006 we expect the distributions will be approximately 90% of distributable




|
|

cash. The Fund has sufficient working capital available to cover s'easonal variations in
distributable cash. '

For 2006, the tax deferred portion of distributions for Canadlan| federal income tax
purposes is expected to be in the range of 25% to 30%. ‘

Distributable cash per unit (Fund Units, Exchangeable and Sublordinated LP Units)

The following table summarizes the distributable cash of the Fundt for the three and six
months ended June 30, 2006 and 2005. The Fund views dlstnbutable cash as an
operating performance measure. The Fund's purchases of property and equipment
required to maintain its existing stores are minimal and the Fund dlstnbutes a significant
portion of its earnings on an annual basis, once adjusted for non-cash items. The Fund
uses cash provided by operating activities as the starting point for the caiculation of
distributable cash.

April 1, April1, :January 1, January1,
2006 2005 2006 2005
to to to to
June 30, June 30, June 30, June 30,
2006 2005 2006 2005
- i
Cash provided by operating activities $2,822,858 $469,943 J $3,859,755 $2,645,671
Net change in non-cash working capltal
items 1,719,464 2,637,320 | 2,233,804 1,749,802
Equity earnings 21,381 4,491 l 28,237 7,348
‘Less: Purchase of non-growth property & '
‘equipment (69,811) (165,857) | (177,824) (217,682)
. Distributable cash ' $4,493,892 _ $2,945,897 | $5,043,972  $4.185,139
" !
‘Weighted average Units outstanding * 11,930,000 10,330,000 | 11,281,111 9,723,370
‘Distributable cash per weighted average ‘
Unit * : $0.38 $0.29 $0.53 $0.43
- Distributions declared per unit $0.30 $0.26 $0.60 $0.51
'Basic earnings per Unit $0.33 $0.27 3047 $0.39
Diluted earnings per unit $0.33 50.45 $0.38

$0.27 |

(* ) Weighted average number of units x number of days outstanding / number of days in tlhe period.
"{**) In fiscal 2005 Easter fell in the first quarter. Easter was in the second quarter of 2006,




|

The foIIoWing table provides a reconciliation of the purchase of property and equipment
as reported on the Statement of Cash Flows to the purchase of non-growth property and

equipment used to determine distributable cash:

'
1
'

April 1, April1,i January 1, January
2006 to 2005 to’ 2006 1, 2005
June 30, June 30,: to to
2006 2005| June 30, June 30,
2006 2005
Purchase of property and equipment i
from the Statement of Cash Flows $1,175,999 5306.614’ $1,863,551  $985,186
Less: Growth expenditures including {1,106,188) (140,757): (1,685,727) (767,504)
amounts relating to development and ,
acquired stores !
Purchase of non-growth property and $69,811  $165, 857’l $177,824  $217,682

equipment

Amounts relating to the development and acquisition of stores are considered growth
expenditures. Growth expenditures are not included in the calculatlon of distributable
cash.

Repalrs and maintenance expensed in store operations for the quarters ended June 30,
2006 and 2005 was $50,454 and $65,535, respectively. Repalrs and maintenance
expensed for the six months e'nded June 30, 2006 and 2005 respectively was $121,694
and $105,412.

|
SELECTED FINANCIAL INFORMATION AND RESULTS FROM OPERATlONS
Operating Results

The following table summarizes the operating results for the quarter ended June 30,
2006 with comparative figures for 2005;

Three Months Three Months : Six Months Six Months
Ended Ended June ‘Ended June  Ended June
June 30, 2006 30, 2005 ! 30, 2006 30, 2005
{Unaudited) (Unaudited) ‘(Unaudited) (Unaudited)
# of Stores at June 30 86 66 86 66
Sales $52,215,489 $38,505,474 : $90,236,213  $65,324,198
Cost of sales,' administrative,
‘'operating, and store acquisition .
'and development expenses 47,542 847 35,277,447 + 83,663,178 60,683,617
’ ]
Operating margin * $4,672,642 3,228,027 | 6,573,035 $4,640,581
~ !
'Percent of Sales ** 8.95% 8.38% | 7.28% 7.10%

( * YOperating margin has been calculatel] as described under “Non-GAAP Measures”. !
{**) In fiscal 2005 Easter fell in the first quarter. Easter was in the second quarter of 2006. !
[




Sales

Sales for the quarter ended June 30, 2006 increased by $13.7 million to $52.2 million
from $38.5 million in the second quarter of 2005. For the six months ended June 30,
2006 sales increased by $24.9 million to $80.2 million from $65 3 million for the six
months ended June 30, 2005.

quuor sales typically increase on holidays and festive occasions and -accordingly their
timing has an effect on quartel ly sales. Easter occurred in April m, 2006 and in March in
2005.

|
Sales for the 62 stores that were in operation during the entire second quarter of 2005
increased by 9.26% to $41.5 million from $38.1 million in the second quarter of 2005
reflecting the timing of Easter.

Of the 86 stores open at June 30, 2006, 50 were in operation during entire first half of
2005. Sales of these stores increased by 5.64% to $58.2 million for the six months
‘ended June 30, 2006 from $55.1 million for the six months ended June 30, 2005.
Factors contributing to the improvement included the strength of the economy in
Western Canada, favourable weather conditions and the partlmpanon of Alberta
professional hockey teams in the Stanley Cup Playoffs.

Sales for the 24 stores addec since March 31, 2005 increased tlo $10.7 million for the
three months ended June 30, 2006. For 2005, when the stores were open for a partial
quarter sales were $0.4 million,

Sales for 13 stores that were acquired or opened in the first quarter of fiscal 2005
increased $4 9 million to $14.7 million from $9.8 million for the same quarter last year.

Since March 31, 2005, 24 stores have been acquired or opened. | Sales for these stores
were $17.3 million for the half year compared to $0.4 million in 2005.

Combined Cost of Sales, Administrative, Operating and A!cquisition and Store
Development Expense (“Operating Expenses”)

For the three months ended June 30, 2006 operating experltses' of $47.5 million
-compare to $35.3 million in 2005. Operating expenses for the first half of 2006
increased to $83.7 million, which were $23.0 million higher than in 2005. These
.increases are consistent with the increase in number of stores operated

Increases in labour costs due to upward pressure on wage rates in Alberta and an
increase in staffing levels at head office to accommodate growth added $0.6 million and
$1.1 million to operating cosis for the second quarter and the half year, respectively,
when compared to the same periods in 2005. These labour cost increases are
consistent with management’s: expectations.

Operating Margin 1

Operating margin (as defined under Non-GAAP Measures) for tt%e three months ended
June 30, 2006 increased by $1.4 million over the same pericd |n 2005 to $4.7 million.
-As a percentage of sales, operating margin increased to 8.95% for the quarter compared
to 8.38% for the same pericd last year. The increase in operatmg margin was due
‘primarily to the increase in the number of stores and |mproved results from existing
stores.

‘Operating margin is affected by the timing of acquisitions,g holidays and festive
joccasions. In 2005, Easter fell in the first quarter and in 2006 it fell in the second
:quarter. :




|
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Operating margin increased to $6.6 million for the six months ended June 30 2006 from
$4.6 million in 2005. The incregse in operating margin was due pnmanly to the increase
in the number of stores and improved results from existing stores.

Operating margin as a percentage of sales was 7.3% for the six months ended June 30,
2006 compared to 7.1% in 2005. !

Earmngs Before Non-controlling Interest and Net Earnings i

Earnings before non-controlling interest of $4.0 million for the second quarter of 2006
compared to $2.8 million for the second quarter of 2005. For the six month period ended
June 30, 2006 eamings before non-controlling interest of $5.1 m|II|on increased over the
same period in 2005, which had earnings before non-controlling lnterest of $3.7 million.

Net earnings, after the deduction of non-controlling interest and as determined in
accordance with GAAP, for the three-month period ended June 30 2006 increased by
$1.3 million to $2.9 million from $1.6 million in 2005. Net earnlngs for the six-month
perlod increased by $1.4 million over the same six month period in 2005.

Condensed Quarterly Information !

June 30, Mar. 31, Dec. 31, Sept. 30,  June :io, March 31, Dec. 31,
2005 2006 2005 2005 2095 2005 2004

{thousands of dollars oxcept per unit a'mounts)

]

Balance Sheet :

g:;':;gﬂl:as" $276 $2,835 $2,047 $172 5266 10,199 $179
Total assets . 185,812 141511 140,806 127114 118,425 126,040 02,081
Bank indebtedness 15,495 - 15,493 8,993 - 7,445 11,307
Total current liabilities 20,481 4,092 20,427 11,628 2,996 10,669 14,107
Long-term debt 7,500 ; 11,352 7,359 7,500 7,481 7,398
Unitholders’ equity 105115 104,775 67,327 66,648 66.167 66,147 37,814
Non-cortrolling interest 32716 32643 41,700 41474 41,762 41,742 42,377

1
b

Statement of Earnings i

Sales $52,215  $38021  $50,686  $41434  $38505  $26819  $35543
Eamings ;‘i’:gfe:f’"' 3,992 1,104 3.676 2,966 2760 910 2,957
;‘:"1.:;""'"95 for the 2,871 684 2,202 1,764 1 .11'537 495 1,496
Basic eamings per unit $0.33 $0.10 $0.38 $0.29 $0|.27 §0.10 $0.35
‘Diluted eamings per unit $0.33 $0.10 $0.37 $0.29 $0.27 $0.10 $0.35
pistributable cash per $0.38 $0.14 $0.44 $0.26 $0.29 $0.14 $0.38

The liquor retailing industry is subject to seasonal variations with abproximately 45% of
sales occurring in the first half of the year. Sales and operating margm improve as the
year progresses. i ‘
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LIQU[DITY AND CAPITAL RESOURCES
Unitholders’ Equity and Non-controlling Interest

The following units were outstanding as of August 11, 2006:

| Units
Fund Units 8,628,320
Liquor Stores LP Exchangeable LP Umts : 1,176,680
Liquor Stores LP Subordinated LP Units 2,125,000
L 11,930,000

The Liquor Stores Subordinated and Exchangeable LP Units represent a non-controlling
interest in the Fund. |

During the three months ended June 30, 2006, 5,541 Liquor Sto'res LP Exchangeable
LP Units were exchanged for Fund Units resulting in an increase {in Unitholders’ Equity
of $55,410 and a cormresponding decrease in non-controlling intereslt.

Credit Facilities ’

The Fund has a $32 million demand operating loan that can be |n|creased to $38 million
to accommodate seasonal inventory highs, a $14.5 million commltted non-revolving
capital loan and a $15 million committed non-revolving acqulsmon loan with a Canadian
chartered bank. - The total of all available credit facilities is $61.5 million.

As of June 30, 2006, total indebtedness under all credit facilities! was $23 million and
was related to inventory financing. As acquisitions occur and new stores are opened,
credit facilities will be utilized as required.

Capital Expenditures

During the three months ended June 30, 20086, the Fund developed and opened a new
store in Slave Lake, Alberta, and three in the Edmonton area. The Fund purchased two
retail liquor stores located in Calgary, two in Fort McMurray, one in Grande Prairie, and
one in Kelowha, BC. Since December 31, 2005 the number of stores operated by the
Fund has increased from 75 to 86. Subsequent to June 30 the Fund has acquired 8
stores and opened a new store. The Fund now operates 95 stores. At June 30, 2006

‘the Fund had tendered deposits of $14.8 million for acquisitions expected to ocecur in the

third quarter,

The Fund will continue to pursue acquisition opportunities and to open new stores. In
addition, the replacement of in-store information systems is anhcnpated for 2006/2007.
The improvements in marketing and administrative processes related to this
replacement are intended to reduce overheads and enhance theimanagement of retail
operations. The preliminary estimate of the cost to replace in-store systems is $1.5
million. This cost will be treated as growth capital when incurred.

Interest Rate Risk and Sensitivity

|
The Fund's bank indebtedness and long-term debt bear interest at floating rates based
on the bank’s prime rate or at short term banker's acceptance rates.

The Fund is not subject to significant exposure to interest rate ﬂuctuattons Based on a
normal outstanding debt balance a 1.0% increase in interest rates would reduce
distributable cash for the year by approximately $260,000 or $0.02 |per unit.




Contractual Obligations

The table below sets forth, as of June 30, 2008, the contractual obligations of the Fund,
due in the years indicated, related to various premises operating leases and the
$7,500,000 non-revolving loan that is due in April of 2008. However, we expect to renew
the credit facility prior to the maturity date.

2011 and
2006 2007 2008 2009 2010 thereafter

!
Operating leases  $ 3,120,361 $5,871,313 $5,480,541 $4,460,820, $3,560,585 $10,750,060

Long-term debt ' $7,500,000

¥
Total $3,120,361 $5,871,313 $12,980,541 $4,460,820| $3,560,585 $10,750,060

OFF BALANCE SHEET ARRANGEMENTS

The Fund has not entered into any off-balance sheet arrangements.
C'RITICAL ACCOUNTING ESTIMATES

Goodwill

Goodwill is not amortized and is assessed for impairment at the reportmg unit level. The
impairment test is done annually unless circumstances arise that would potentially impair
the carrying value of goodwil. Any potential goodwill |mpa|rment is identified by
comparing the fair value of a reporting unit to its carrylng value. If the fair value of the
reporting unit exceeds its carrying value, goodwill is considered not to be impaired. If
the carrying value of the reporting unit exceeds its fair value potential goodwill
|mpa|rment has been identified and must be quantified by companng the estimate fair
value of the reportung unit's goodwill to its carrying value. Any goodwull impairment will
result in a reduction in the carrying value of goodwill on the consolldated balance sheet
and in the recognition of a non-cash impairment charge in operatnng income.

Amortlzatlon Policies and Useful Lives '

The Fund amortizes property, equipment and intangible assets ove1r the estimated useful
service lives of the assets. In determmlng the estimated useful’ life of these assets,
significant judgment by management is required. In determining|these estimates, the
Fund takes into account industry trends and Fund-specific factors including changing
technologies and expectation for the in-service period of these assets. The Fund
assesses the estimated useful life of these assets on an annual |basis to ensure they
match the anticipated life of the asset from a revenue producing perspective. If the Fund
determines that the useful life of an asset is different from the |original assessment,
changes to amortization will be applied prospectively.

Purchase Price Allocations

The allocations of the purchases price for acquisitions involve determlnmg the fair values
assigned to the tangible and intangible assets acquired. The Fund uses independent
valuators to determine the fair value of the tangible assets and certain intangible assets
of the acquired stores. Other intangible assets are allocated based on a calculation of
fair values by management. A discounted cash flow analysis is prepared to determine
these fair values. Goodwill is calculated based on the purchase pnce less the fair value
of the tangible and intangible assets stated above.
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OUTLOOK

lCHANGES IN ACCOUNTING POLICIES

Management is not aware of any recent accounting pronouncements or developments
that will affect the Fund’s financial statements. Management will contmue to monitor and
assess the impact of accounting pronouncements on the fi nancial statements of the
[Fund as they become available.

"FINANCIAL INSTRUMENTS

Due to the nature of its business, the Fund does not engage in activities or hold assets
that would require the Fund to acguire financial instruments for hedglng or speculative
purposes. The financial instruments that are held by the Fund consist of accounts
receivable, bank indebtedness, advances to equity investment, accounts payable and
accrued liabilities, distributions payable and long-term debt. The financial instruments
are held in the normal course of operations and as a result no|significant accounting
policies need to be adopted or assumptions made in reportlng the Fund's financial
instruments.

‘TRANSACTIONS WITH RELATED PARTIES

‘The Fund has a conflict of interest policy that requires the dlsclosure of potential conflicts
,and excludes persons with a material conflict of interest from any related decisions.

During the quarter and six months ended June 30, 2006, the Fund incurred professional
fees of $42,082 and 97,663 respectively, to a law firm where one of the partners is a
director of Liquor Stores GP Inc.(the “GP”), a subsidiary of the Fund. Rent paid to_
companies controlled by directors of the GP amounted to $21 027 and $40,883
respectively. Further, the Fund paid fees and expenses to a company controlled by the
President of the GP relating to supervision of the construction ofj developed stores and
lease administration in the amount $38,332 and 59,070 respectlvely included in
accounts payable and accrued liabilities is $10 878 relating to these transactions (see
note 6 to the Financial Statements).

For 2006 and beyond the Fund will continue to follow the same acquisition and store
development strategy that led to an increase in the number of stores from 50 to 75 in
2005. :

We believe there will continue to be a consolidation trend in the industry and that the
Fund is well positioned to continue to benefit from this. During the quarter, we opened 4
new stores and acquired 6 stores. Subsequent to June 30, 2006 the Fund has acquired
8 stores and opened one newly developed store. The acqunsntlon of 5 more stores is
expected to be completed in the third quarter. A newly. deveioped store is scheduled to
open in the fall of 2006 and 7 more are currently planned to open in 2007..

ADDITIONAL INFORMATION

Addltlonal information relating to the Fund, including the Fund’s Annual Information Form
and other public filings is available on SEDAR (www.sedar.com) and on the Fund's
website at www.liquorstoresincomefund.com.

RISK FACTORS

The Fund's results of operations, business prospects, fi nancual condition, cash
distributions to Unitholders and the trading price of the Fund’s umts are subject to a
number of risks. These risk factors include: risks relating to government regulation;
competition; its ability to locate and secure acceptable store S|tes and to adapt to
changmg market conditions; risks relating to future acquisitions and development of new
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stores; failure to successfully integrate acquisitions; dependence'on key personnel; the
Company's ability to hire and retain staff at acceptable wage levels, risks related to the
‘possibility of. future unionization, supply interruption or delays; retlance on information
and control systems; dependence on capital markets to fund its growth strategy beyond
its available credit facilities; dependence of the Fund on the Company, leverage and
restrictive covenants in agreements relating to current and future indebtedness of the
Company; restrictions on the potential growth of Liquor Stores LFl’ as a consequence of

the payment by Liquor Stores LP of a substantial amount of its operating cash flow;
.income tax related risks; and the Vendors' right to approve certain|material transactions.

‘For a discussion of these risks and other risks associated with an investment in Fund
Units, see “Risk Factors” detailed the Fund's Annual information Form, which is
available at www.sedar.com.

'NON-GAAP MEASURES

.References to “distributable cash” are to cash available for distribution to Unitholders in
accordance with the distribution policies of the Fund. Management believes that, in
addition to income or loss, cash available for distribution before debt service, changes in
working capital, capital expenditures and income taxes are| useful supplemental
measures of performance. Distributable cash of the Fund is a measure generally used
by Canadian open-ended trusts as an indicator of financiat performance As one of the
factors that may be considered relevant by unitholders and prospectnve investors is the
cash distributed by the Fund relative to the price of the Fund's trust units, management
~ believes that distributable cash of the Fund is a useful supplemental measure that may
assist unitholders and prospective investors in assessing an investment in the Fund.

Operating margin for purposes of disclosure under “Operating Results” has been
derived by adding interest expense, amortization of property and equipment, intangibles
and pre-opening costs and non-controlling interest to net earnings!for the period.

Operating margin, as so calculated, and distributable cash are not: measures recognized
by Canadian generally accepted . accounting principles (“GAAP") and do not have a
standardlzed meaning prescribed by GAAP. Investors are cautioned that operating
margin and distributable cash should not reptace net income or toss (as determined in
accordance with GAAP) as an indicator of the Fund's perfom‘tance of its cash flows
from operating, investing and financing activities or as a measure of its liquidity and
cash flows. The Fund's method of calculating operating margin and distributable cash
may differ from the methods used by other issuers. Therefore, the Fund's operating
margin as and distributable cash may not be comparable to similar measures presented
by other issuers.

10




FORWARD LOOKING STATEMENTS ’
This management's discussion and analysis contains forward-looking statements. All
statements other than statements of historical fact contained injthis management's
discussion and analysis are forward-looking statements, including, without limitation,
statements regarding the future financial position, cash distributions, business strategy,
proposed acquisitions, budgets, litigation, projected costs and piansland objectives of or
involving the Fund or Liquor Stores Limited Partnership. You can identify many of these
statements by looking for words such as “believes”, "expects “will", “intends”,
“projects”, “anticipates”, “estimates”, “continues” or sumllar words or the negatlve
thereof. These forward looking statements include statements wuth respect to the
amount and timing of the payment of the distributions of the Fund There can be no
assurance that the plans, intentions or expectations upon which these forward-looking
statements are based will occur. Forward-iooking statements are subject to risks,
uncertainties and assumptions, including, but not limited to, those dlscussed elsewhere
in this management’s discussion and analysis. There can be no assurance that such
expectations will prove to be correct.

Some of the factors that could affect future results and could cabse results to differ
materially from those expressed in the forward-looking statements contained herein
include, but are not limited to, those discussed under '‘Risk Factors".!

The information contained in this management’s discussion and analysis, including the
information set forth under “Risk Factors"”, identifies additional factors that could affect
the operating results and performance of the Fund and Liquor Stores LP.

The forward-looking statements contained herein are expressly quallf ied in their entirety
by this cautionary statement. The forward-looking statements included in this
management's discussion and analysis is made as of the date of this management's
discussion and analysis and the Fund assumes no obligation to update or revise them to
reflect new events or circumstances except as expressly required by applicable
securities law. :

|
|
!
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Liquor Stores Income Fund
Interim. Consolidated Balance Sheet

As at June 30, 2006

Assets

Current assets

Cash and cash equivalents
Accounts receivable
Inventory

Prepaid expenses and deposits

Pre-opening costs

Deposits on future business acquisitions
Equity investment

Property and equipment

Future income taxes

Intangible assets

Goodwill,

Liabilities

. Current liabilities

Bank indebtedness (note 5)

Accounts payable and accrued liabilities
Distributions payable to unitholders (note 7)

*Distributions payable to non-controlling interest (note 8)

Long-term debt (note 5)

Non-controlling interest (note 8)

- Unitholders® Equity
Fund Units (notes 3 and 7)
Cumulative undistributed earnings

|
|

June 30, - December 31,
2006 2005
(unaudited)
: s s
1
; 275,698 2,047,400
' 748,624 1,102,634
36,375,932 34,066,925
2,969,071 1,552,731
i 40,369,325 38,769,690
E 738,837 471,903
13,485,688 -
498,576 422,789
{ 20,216,427 18,007.419
48,608 34,000
400,740 424,293
90,054.130 82,676,117
] 165,812,331 140,806,211
15,494,691 15,492,652
3,368,192 3,628,182
862,064 553,576
755,936 752,500
20,480,883 20,426,910
| 7,500,000 11,352,466
! 27,980,883 31,779,376
l 32,716,072 41,700,230
i 105,909,007 66,990,066
t (793.,631) 336,539
[ 105,115,376 67.326,605
]
165,812,331 140,806,211

|
#
‘.
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Liquor Stores Income Fund

|
z

Interim Consolidated Statement of Earnings and Cumulative Undistributed Earnings

Sales

Cost of sales, operating, administrative, acquisition
and store development

Operaﬁng margin
Amortization
~ Property and equipment

Intangible assets
Pre-opening costs

Interest
Interest expense on bank indebtedness
Interest expense on long-term debt

Earnings before non-controlling interest
Non-controlling interest
Net earnings for the period

Cumulative undistributed earnings, beginning of
period

Distributions declared (note 10)
Cumulative undistributed earnings, end of period
Basic earnings per unit (note 9)

Diluted earnings per unit (note %)

|
|

Three month period ended Six month period ended
June 30, 2006 June 30, 2005 June 30, 2006 June 30, 2005
(un_audited§ (unaudite;dsj (unaudited§ (unauditedsj
52,215,489 38,505,474 90,236,213 65,324,198
47,542,847 35,277,447 83,663,178 60,683,617
4,672,642 43228,0257 6,573,035 4,640,581
466,766 282,981 882,808 557,784
32,139 21,450 61,626 42,900
55,282 17,308 98,357 17,308
554,187 321 ,7?;9 1,042,791 617,992
I
(124,653) (56,651) (319,672) (179,238)
(1,578) (89,811) (116,959) (173,333)
(126,231) ( l46,46't2) (436,631) (352,571)
3,992,224 2,759,8216 5,093,613 3,670,018
(1,121,208) (1,122,777) {1,538,472) {1,537,606)
2,871,016 1 ,637,()4'19 3,555,141 2,132,412
(1,078,455) (346,209) 336,539 385,437
(2,586,192) (1,608,880). (4,685,311) (2,835,889)
(:193,63 1) (31 8,04%)) {793,631) (318,040)
1 %
0.33 0.27 0.47 0.39
0.33 0. i'/‘ . 0.45 0.38

L




Liquor Stores Income Fund

Interim Consolidated Statement of Cash Flows

1
|

Cash provided by (used in)

Operating activities
Net earnings for the period
Items not affecting cash
Amortization
Futuré income taxes
Equity income
Accrued interest
Non-controlling interest

Net change in non-cash working capital items

Financing activities

. Net proceeds from the issuance of Units (note 3)
Increase (decrease) in bank indebtedness

" Proceeds of long-term debt

Repayment of long-term debt

Distributions paid to unitholders

Distributions paid to non-controlling interest

Investing activities

Business acquisitions (note 4)

Deposits on future business acquisitions
Purchase of property and equipment
Pre-opening costs

Repayment from (investment in) equity investee

Increase {decrease) in cash and cash
equivalents .

" Cash and cash equivalents balance, beginning
of period

Cash and cash equivalents balance, end of
period

Supplementary information
Interest paid

Three month period ended

Six month period ended

'
3
|
l
[+

June 30, 2006 June 30, 2005 June 30, 2006 June 30, 2005
$ $ ! $ S
(unaudited) (unaudited) (unaudited) (unaudited)

2,871,016 1,637,049 3,555,141 2,132,412

554,187 321,739 | 1,042,791 617,992

17,292 8,700 i (14,608) 9,800
(21,381 (4,491) (28,237 (7,348)

- 21,489 . 105,011

1,121,208 1,122,777 1,538,472 1,537,606

4,542.322 3,107,263 6,093,559 4,395,473
{1,719,464) (2,637,320) : (2,233,804) (1,749,802)

2,822,858 469,943 | 3,859,755 2,645,671

- (8,358) 30,549,000 28,670,464
15,494,691 (7,444,907) 2,039 (11,397,240)

7,500,000 - 7,500,000 -

- - (11,352,466) -
(2,586,192) (1,570,384) (4,376,823) (2,644,954)
{992,808) (1,062,611) {2,149,253) (2,129.830)

19,415,691 (10,086,760) 120,172,497 12,498,440
(10,041,874) 5,002 I {10,041,874) (14,021,587)

(13,485,688) - . (13,485,688) -
(1,175,999) (306,614) | (1,863,551) (985,186)
(171,101) (31,024) (365,291) (110,199)

(23,410 16,534 | (47.550) 59,974
(24,898,072) (316,102) (25,803,954) {15,056,998)
(2,659,523) (9,932,919) (1,771,702) 87,113

2,935,221 10,198,704 ¢+ 2,047,400 178,672

275,698 265,785 275,698 265,785

126,231 124,973 436,631 247,560




Liguor Stores Income Fund

Notes to Interim Consolidated Financial Statements
June 30, 2006

(unaudited)

1 Nature of operations and organization

Liquor Stores Income Fund (the “Fund”) is an unincorporated, open ended, limited purpose trust established
under the laws of the Province of Alberta pursuant to a Declaration of Trust dated August 10, 2004,

As at June 30, 2006, Liquor Stores LP operated eighty (June 30, 2005 — sixt;r-three) retail liquor stores in
Alberta and six (June 30, 2005 - three) retai! liquor stores in British Columbia,

2 Basis of presentation

b

The accompanying unaudited interim consolidated financial statements havelbeen prepared by management in
accordance with Canadian generally accepted accounting principles (“GAAP”) for interim financial statements.
The accounting principles and methods of computation adopted in these financial statements are the same as
those of the audited financial statements for the year ended December 31, 2005. However, these interim
consolidated financiat statements do not include all information and footnotef disclosures required under
Canadian GAAP for annual financial statements. Accordingly, these unaudited consolidated interim financial
statements should be read in conjunction with the audited financial statements and notes thereto, for the year
ended December 31, 2005, i

3 Issuance of Units o .

]

On March 15, 2006, the Fund issued 1,600,000 Fund Units at $20.25 per Funld Unit for aggregate proceeds of
$32,400,000. The cost of issuance of the units was $1,851,000, resulting in ﬂlet proceeds of $30,549,000. The
Fund used the net proceeds from the issuance to acquire new stores as described in notes 4 and 12, develop new
stores, repay existing indebtedness and for general corporate purposes. ‘
|
I




Liqubr Stores Income Fund

Notes to Interim Consolidated Financial Statements oo
June 30, 2006

(unaudited)

4 Business acquisitions

During the quarter ended June 30, 2006, the Fund completed the acquisition of 6 retail liquor store businesses
and one pub. The business acquisitions have been accounted for using the purchase method, whereby the
purchase consideration was allocated to the estimated fair values of the assets acquired and liabilities assumed
at the effective date of the purchase. : 1

i
The purchase price allocated to the assets acquired and the liabilities assumetli, based on their fair values, is as
follows:

|

Property and equipment 1,228,265
Goodwill | 7,378,013
Intangible assets l 38,073
. : 8,644,351
Net working capital 1,397,523
Cash paid 10,041,874
Bank indebtedness and long-term debt

: '

Interest on bank indebtedness is payable at the lender’s prime rate plus 0.25% or at the banker’s acceptance rate
plus 1.50%. As at June 30, 2006, the bank indebtedness rate of interest was 6|.25% (December 31, 2005 —
5.25%). Asat June 30, 2006 and December 31, 2005, there were no banker’s acceptances.

Interest on long-term debt is payable at the bank’s prime rate plus 0.50%. As:of June 30, 2006 the effective
long-term debt rate of interest was 6.50% (December 31, 2005 — 5.50%). The loan matures on April 30, 2007,
The loan does not require principal repayments, but the bank has the right to demand the loan to be repaid in
full, three hundred and sixty-four days from the maturity of the current term. ‘Therefore the loan is due on
April 29, 2008.

The bank indebtedness and long-term debt are collateralized by a general secunty agreement covering all
present and after acquired personal property of Liquor Stores LP and also by a floating charge over all of
Liquor Stores LP’s present and after acquired real property and an asstgnment of Liquor Stores LP's insurance.

Subsequent to June 30, 2006, interest on bank indebtedness has been ad_lusted!to prime and the interest rate on
long:term debt has been reduced to prime plus 0.25%. The aggregate of the facilities has been increased from
$55.1 million at June 30, 2006 to $61.5 million.




Liqubr Stores Income Fund |

Notes to Interim Consolidated Financial Statements
June 30, 2006

(unaudited)

6 Related party transactions

During the three and six month periods ended June 30, 2006, the Fund mcurred professional fees of $42,082
and $97,663 respectively, to a law firm where one of the partners is a dlrector of a subsidiary of the Fund. Rent
paid to companies controlled by directors of a subsidiary of the Fund amourited to $21,027 and $40,883
respectively. Further, the Fund paid fees and expenses to a company controlled by the President of the Fund,
relating to the supervision of construction of developed stores and lease admmlstratlon in the amount $38,332
and $59,070 respectively. These transactions are incurred in the normal course of business at terms similar
with unrelated parties and are measured at the exchange amount. Included i inl accounts payable and accrued
liabilities is $10,878 relating to these transactions. l

7  Unitholders’ equity

Fund Units

Units outstanding and capital contributions are as follows:

Number of | - Net capital

units l Issue costs contributions

# | $ 3

Balance — December 31, 2005 6,179,683 '| 6,518,764 66,990,066

Units issued on March 15, 2006 1,600,000 . 1,851,000 30,549,000
Units issued on exchange of Liquor Stores LP |
Exchangeable LP Units during the six |

months ended June 3§, 2006 846,500 | - 8,369,941

Balance — June 30, 2006 8,626,183 ' 8,369,764 105,909,007

An unlimited number of Fund Units may be created and issued pursuant to the Declaration of Trust. Each Fund
Unit is transferable and represents an equal undivided beneficial interest in any distributions from the Fund,
whether of net income, net realized capital gains or other amounts and in the 'net assets of the Fund in the event
of a termination or winding up of the Fund. All Fund Units entitle the holder thereof to one vote and each Fund
Unit has equal voting rights and privileges. \
|
Units issued on exchange of Liquor Stores LP Exchangeable LP Units duriné the six months ended June 30,
2006 were issued at the carrying amount of the Liquor Stores LP Exchangeable LP Units in accordance with
EIC-151. '

{

Distributions payable to Unitholders !

Distributions to Unitholders are determined based on earnings, before amortization, but reduced by capital
expenditures. Distributions totalling $2,586,192 ($0.30 per Fund Unit) were'declared by the Fund for the
quarter ended June 30, 2006. Of the distributions declared during the quarter, $1,724,128 were paid and



Liquor Stores Income Fund

Notes to Interim Consohdated Financial Statements

_ June 30, 2006
- (unaudited)

i
i
i
|
\

b, . .
$862,064 were payable as of June 30, 2006. Distributions of $2,586,192 were paid during the quarter, which
inctuded $862,064 of distributions that were declared and payable as of March 3I 2006.

8 Non-controlling interest

Balance — December 31, 2005

Redemption of Liquor Stores LP Exchangeable

LP Units for Fund Units during the six
months ended June 30, 2006

Balance — June 30, 2006

Fund Special Voting Units

Balance — December 31, 2005

Fund Special Voting Units — Amount
Eamings

Units‘exchanged for Fund Units

Distributions declared (note 10)

Distributions payable to non-controlling interest

Liquor Stores LP

i
quuor Stores LP

Exchangeub:jnl;: Sl.llbolﬂmatﬁnl:: Tota
# ; # #
2,025,317 | 2,125,000 4,150,317
!

(846,500) ; - . (846,500)
1,178,817 : 2,125,000 3,303,817
1,178,817 | 2,125,000 3,303,817
$ i $ $
20,351,876 121,348,354 41,700,230
] ; ] )

759,231 : 779,241 1,538,472
(8,369,941) i - (8,369,941)
(877,689) (1,275,000) (2,152,689)
11,863,477 E20 852,595 32,716,072

¢

Distributions to non-controlling interest are determined based on earnings, before amortization, but reduced by
capital expenditures. Distributions totalling $355,308 (50.30 per Exchangeable LP Unit} and $637,500 ($0.30
per Subordinated L.P Unit) were declared by the Fund for the quarter ended June 30, 2006. Of the distributions
declared during the quarter, $236,872 was paid and $755,936 was payable as oIf June 30, 2006. Distributions of
$992,808 were paid during the quarter, which included $755,936 of distributio?s that were declared and

payable as of March 31, 2006.

1
i




Liquor Stores Income Fund
Notes to Interim Consohdated Financial Statements
June 30, 2006
(unaudited)
9 Earuings per Unit
June 30, 2006 June 30, 2005 June 30, 2006 June 30, 2005
(3 months) (3 months) (6 months) (6 months)
$ b $ b
Net Earnings (Numerator utilized in basic 2,871,016 1,637,049 3,555,141 2,132,412
earnings per unit) '
Non-controlling interest 1,121,208 1,122,777 1,538,472 1,537,606
- Earnings (Numerator utilized in diluted earnings _
per uti_it) 3,992,224 2,759,826 5,093,613 3,670,018
Eamnings per unit - basic $0.33 $0.27 $0.47 $0.39
- diluted $0.33 $0.27 | $0.45 $0.38
Equivalent units outstanding, beginning of period 8,620,642 6,130,000 6,179,683 4,300,000
Weighted average of equivalent units issued 972 - 1,452,774 1,223,370
Denominator utilized in basic earnings per unit 8,621,614 6,130,000 7,632,457 5,523,370
Exchangeable and Subordinated units 3,308,386 4,200,000 3,648,654 . 4,200,000
Denominator utilized in diluted earnings per unit 11,930,000 10,330,000 | 11,281,111 9,723,370
10 Distributions
. Exchangeable LP Units
! and Subordinated LP
! Fund Units | Units Total
; Date Date
. »distribution distribution Declared Paid Declared Paid Declared Paid
- declared _paid $ ] 3 $ $ h
Janua:y 9, 2006 February 15, 2006 618,111 618,111 202,389 202,389 ‘820,500
February 15, 2006 March 15, 2006 618,944 618,944 201,556 20l 556 820,500
March 10 2006 April 17, 2006 862,064 862,064 755,936 1755,936 1,618,000 1,618,000
April 13, 2006 May 15, 2006 862,064 862,064 118,436 118,436 980,500
May 15, 2006 June 15, 2006 862,064 862,064 118,436 118,436 N ] 980,500
June 15, 2006 July 17, 2006 862,064 - 755,936 - 1,618,000 . -
; | .
4685311 3823247 2,152,689 1,396,753 6,838,000 5,220,000
11 Seasénal nature of the business

The Fund’s results for the second quarter and first six months of 2006 are not necessarily indicative of the
results that may be expected for the full year due to seasonal variations in salesllevels. The Fund historically
experiences higher sales in the third and fourth quarters, while the first and second quarter typically experience
lower sales levels due to seasonal shopping pattems Occupancy related expen1ses operating and administrative
expense amortization and interest ¢xpense remain relatively steady throughout ithe year. .

-
I




Liquor Stores Income Fund

Notes to Interim Consolidated Fmancial Statements
June 30, 2006

(unaudited)

b
12 Subsequent events )
|

|
Subsequent to June 30, 2006, the Fund completed the acquisition of 8 retail Ilquor store businesses. The
aggregate purchase price (including inventory) for the acquisitions was approxnmately $9,464,000 and was paid
in cash from existing facilities and proceeds from the issuance of Fund Units (note 3).

The purchase price on the acquisition will be allocated to the fair value of the! acquired assets when determined.
13 Comparative figures ’

i

Certain comparative figures have been reclassified to conform with the current period presentation.

|
|




~ a forecast $4.4 billion deficit to a $2.6 billion surplus in 3 years.

i

|
I
}
!
I
i
|
I

Gary Collins Joins the Board Of Liquor Stores Income Fund.
'

"EDMONTON, ALBERTA (September 5, 2006) - Liquor Stores Income Fund (the
“Fund") (TSX:LIQ. UN) is pleased to announce the appointment of Gary Collins as a
trustee of the Fund and as a director of Liquor Stores GP Inc. effective September 5,
2006. Mr. Collins will be a member of the Audit and Compensanon and Governance
Committees. |
Mr. Collins brings his successful track record to the group, having i)een the former
Minister of Finance of the Province of British Columbia, and in hlS current role of
President and Chief Executive Officer of Harmony Alrways, a posntlon he assumed in
December 2004. During his 13 years of public service, Mr. Collms also served as
Government House Leader, Official Opposition House Leader, andiheld a variety of
opposmon critic portfolios.

“Gary Collins' business and finance experience will be invaluable to the company as we
continue with our growth”, said Irv Kipnes, President and Chief Executive Officer.
- i

As President and CEO of Harmony Airways, Mr. Collins is building a unique full service
airline to destinations in North America and beyond. As B.C. Minister of Finance Mr.
Collins played a lead role in many of the Government’s key fiscal and economic
initiatives including developing the 3 year economic and fiscal plan!to achieve the
government’s 2004/2005 balanced budget, overseeing reductions in' corporate and
personal taxes, that has made B.C. competitive to its neighboring jurisdictions, reversing

]

|
About Liquor Stores Income Fund |
The Fund is a publicly traded Canadian income fund headquartered in Edmonton, Alberta
that participates in the retail liquor industry in Alberta and British Columbia through its
72.3% interest in Liquor Stores Limited Partnership ("Liquor Stores LP"). The Fund's
trust units trade on the Toronto Stock Exchange under the symbol L[Q.UN.

Liquor Stores L.P. is Western Canada's largest operator of private llquor stores by

number of stores, currently operating 98 stores. |
}

Additional information about Liquor Stores Income Fund is avallable at www.sedar.com

and the Fund’s website at www.liquorstoresincomefund.ca. |

For further information, please contact: !

Irv Kipnes Patrick de Grace, CA

i Fle o $2-2y4 39




Chief Executive Officer
Liquor Stores GP Inc.
(780) 944-9994 ext. 6

Chief Financial Officer
Liquor IStorf:s GP Inc.
(780) 91;7-4179
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PRESS RELEASE l

NOT;: FOR DISTRIBUTION TO U.S. NEWSWIRE Sl%RVICES OR FOR
DISSEMINATION IN THE UNITED STATES. ANY FAILURE TO COMPLY WITH THIS
RESTRICTION MAY CONSTITUTE A VIOLATION OF U.S. SEC!IJRITIES LAW,

f
LIQUOR STORES INCOME FUND ANNOUNCES
$35.7 MILLION ISSUANCE OF TRUST UNITS

EDMONTON, ALBERTA (September 7, 20086) — Liquor Stores lncome Fund (the
"Fund") (TSX:LIQ.UN) announced today that it has entered into an agreement to sell 1.6
million trust units at $22.30 per trust unit to raise gross proceeds of approximately $35.7
million on a bought deal basis. This issue will be made through a syndlcate of
underwriters led by RBC Capital Markets and including National Bank Financial Inc.,
Sprott Securities Inc., Clarus Securities Inc., HSBC Securities (Canada) Inc., and
Raymond James Ltd. Closing is antlmpated to be on or about October 2, 2006 subject
to customary regulatory approvals. |

|
The first cash distribution in which purchasers of the trust units offered will be eligible to
participate will be for the month of October with a record date of October 31, 2006,
which is expected to be payable on or about November 15, 2006. !

The net proceeds of the offering will be used to repay current mdebtedness to fund
acqwsmons and new store development, and for general corporate purposes.

I
The units will be issued under a short form prospectus in all provinces of Canada other
than Quebec. The securities offered have not been registered under the U.S. Securities
Act of 1933, as amended, and may not be offered or sold in the Umted States absent
registration or an applicable exemption from the registration reqmrements This press
release shall not constitute an offer to sell or the solicitation of an offer to buy nor shall
there be any sale of the securities in any jurisdiction in which such offer, solicitation or
sale would be untawful. t

Aboot Liquor Stores Income Fund ]

The Fund is a publicly traded Canadian income fund that part|C|pates in the retail liquor
industry in Alberta and British Columbia through its 72.3% mterest in Liquor Stores
Limited Partnership. Liquor Stores Limited Partnership is Canada's largest operator of
private liquor stores by number of stores. It currently operates 98 stores.

The trust units trade on the Toronto Stock Exchange under the symbol LIQ.UN.
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FORWARD LOOKING STATEMENTS |

Addttlonal information about quuor Stores Income Fund is available at www.sedar.com
and the Fund's website at www. liquorstoresincomefund.ca.

For further information, please contact:

I'rv Kipnes o : Patrick de Grace, CA
Chief Executive Officer Chief Financiali Officer
Liquor Stores GP Inc. Liquor Stores GP Inc.
(780) 944-9994 ext. 6 : (780) 917-4179

i

Certain statements in this news release are "forward-looking statements" which reflect

management's expectations regarding the offering (including the use of proceeds

therefrom), and the amount and timing of the payment of dlstnbutlons of the Fund. All ‘-
statements other than statements of historical fact contained in th|s news release are

forward-looking statements. Such forward-looking statements mvolve risks and

uncertainties, as they reflect management's current beliefs and are based on

information currently available to management. Actual results may| differ materially from

those anticipated in the statements made. The forward-looking statements are

expressly qualified in their entirety by this cautionary statement. The forward-looking

- statements are made as of the date of this news release and the Fund assumes no

obligation to update or revise them to refiect new events or curcumstances except as
expressly required by applicable securities law. Further mformatlon regarding the
uncertainties and risks can be found in the disclosure documents filed by the Fund with
the securities regulatory authorities, available at www.sedar.com. !
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NOT FOR DISTRIBUTION TO U.S. NEWSWIRE S'ERVICES OR FOR
DISSEMINATION IN THE UNITED STATES. ANY FAILURE TO COMPLY WITH THIS
RESTRICTION MAY CONSTITUTE A VIOLATION OF U.S. SECURITIES LAW.

LIQUOR STORES INCOME FUND CLOSES $35.7 MILLION
ISSUANCE OF TRUST UNITS .

EDMONTON, ALBERTA (October 2, 2006) — Liquor Stores lnt‘:ome Fund (the “Fund®)
(TSX:LIQ.UN) is pleased to announce that the Fund has:' closed the. previously
announced sale of an aggregate of 1,600,000 trust units at a price of $22.30 per unit for
aggregate gross proceeds of approximately $35.7 million. The trust units were sold on
a bought deal basis to a syndicate of underwriters led by RBC Capital Markets and
including National Bank Financial Inc., Sprott Securities Inc. |Clarus Secuntles Inc.,

HSBC Securities (Canada) Inc. and Raymond James Ltd. :

The net proceeds of the offering will be used to repay current indebtedness, to fund
acquisitions and new store development, and for general corporate purposes.

Subscribers who purchased trust units under the offering and whp continue to hold such
trust units on the relevant record date will be eligible to receive distributions
commencing with the distribution expected to be payable on or about November 15,
2006, the record date for which is expected to be October 31, 2006.

The Fund's trust units have not been registered under the U.S. Secunt:es Act of 1933,
as amended, and may not be offered or sold in the United States absent registration or
an appllcable exemption from the registration requirements. This’ press release shall not
constitute an offer to sell or the solicitation of an offer to buy nor'shall there be any sale
of the Fund's trust units in any jurisdiction in which such offer, solicitation or sale would
be unlawful.

About Liquor Stores Income Fund |

The Fund is a publicly traded Canadian income fund that particip‘gates in the retail liquor

industry in Alberta and British Columbia through its 75.6% interest in Liquor Stores

Limited Partnership. Liquor Stores Income Fund is Canada’s largest operator of private
- liquor stores by number of stores. It currently operates 99 stores. '

The trust units trade on the Toronto Stock Exchange under the symbol LIQ.UN.
: l

Additional information about Liquor Stores Income Fund is available at www.sedar.com !
and the Fund's website at www.liquorstoresincomefund.ca. ; , i

For further information, please contact: |

Irv Kibnes Patrick de Grace, CA
Chief Executive Officer Chief Financial Officer
Liquor Stores GP Inc. Liquor Stores GP Inc.

GAD60475%0007\Press Release 02.doc i I
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| (780) 944-9994 ext. 6 (780) 917-4179

‘ FORWARD LOOKING STATEMENTS

Certain statements in this news release are “forward-looking statements wh|ch reflect
management's expectations regarding, among other things, the use of proceeds from
the offering and the amount and timing of the payment of dlstrlbutlons of the Fund. All
statements other than statements of historical fact contained |n this news release are
forward-looking statements. Such forward-looking statements involve risks ‘and
uncertainties, as they reflect management's current beliefs and are based on
information currently available to management. Actual results may differ materially from
those anticipated in the statements made. The forward- Iooklng statements are
expressly qualified in their entirety by this cautionary statement The forward-looking
statements are made as of the date of this news release and the Fund assumes no
obligation to update or revise them to reflect new events or cwcumstances except as
expressly required by applicable securities law. 'Further mformatlon regarding the
uncertainties and risks can be found in the disclosure documents filed by the Fund with
the securities regulatory authorities, available at www.sedar. cemE

|
1
|
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October 23, 2006

Liquor Stores Income Fund Announces Neiw Stores

EDMONTON, Alberta, October 23, 2006 - Liquor Stores Income Fund (the "Fund") (TSX:"LIQ.UN")
announced today that it has commitments to be operating 105 stores by December 31, 2006

The Fund currently operates 101 stores and over the next six weeks a store will be acquired in Chilliwack
British Columbia, 2 stores will be acquired in Canmore Alperta and a newly developed store will be
opened in Calgary Alberta bringing the total stores being operated to 105; 97 stores in Alberta and 8 in
British Columbia. .

Of the 97 stores that will operate in Alberta, 42 are located in Edmonton and its surrounding area, 35 are
located in Calgary and its surrounding area and 10 are located in the Northern Alberta communities of
Fort McMurray, Slave Lake and Grande Prairie. The remaining 10 stores are located in smaller
communities including 3 in the resorts of Canmore and Banff. i

In British Columbia the Fund operates 3 stores in the Lower Mainland, 1 in V|ctor|a and 3 in the interior.
The upcoming acquisition of a store in Chilliwack will bring the total of British Columbla stores to 8.

About Liquor Stores Income Fund !

The Fund is a publicly traded Canadian Income Fund that participates in the retail liquor industry in

. Alberta and British Columbia through its 72.3% interest in Liquor Stores L|m|ted Partnership (“Liquor

Stores LP"). {
quuor Stores Income Fund is Westem Canada's largest operator of private Ilquor stores by number of
stores.

The Fund’s Units trade on the Toronto Stock Exchange under the symbol LIQ.UN.

I
Additional information about Liquor Stores Income Fund is available at www.sedar.com and the Fund's
website at www.liquorstoresincomefund.ca i

FORWARD LOOKING STATEMENTS !

This press release contains forward-looking statements. All statements other than statements of historical
fact contained in this press release are forward-looking statements, mcludlng, without limitation,
statements regarding the future financial positian, cash distributions, sales, number of stores, business
strategy, proposed acquisitions, budgets, litigation, projected costs and plans and objectives of or
involving the Fund or Liquor Stores Limited Partnership. You can identify many of these statements by
Iooklng for words such as "believes”, "expects”, "will", “intends", "projects”, "anticipates”, "estimates”,
“continues” or similar words or the negative thereof. These forward-looking statements include statements
with respect to the amount and timing of the payment of the distributions of the Fund. There can be no
assurance that the plans, intentions or expectations upon which these forward- -looking statements are
based will occur. Forward-locking statements are subject to risks, uncertalntles and assumptions. There
can be no assurance that such expectations will prove to be correct. -

J
Some of the factors that could affect future results and could cause results to differ materially from those
expressed in the fomard—looklng statements contained herein include, but 'are not limited to, those
discussed under "Risk Factors in the Fund's Annual Information Form and Management‘s Discussion and
Analysis and in other documents the Fund files with Canadian securities regu|a|1tory authorities, copies of



. which are available from the Fund directly, or on its website, www liquorstoresincomefund.ca, or on the

SEDAR website at www.sedar.com.

The forward-looking statements contained herein are expressly qualified i in their entirety by this
cautionary statement. The forward-looking statements included in this press release is made as of the
date of this press release and the Fund assumes no obligation to update or rewse them to refiect new
events or circumstances except as expressly required by applicable securities Iaw

l
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- For further information, please contact; f
Irv Kipnes Patrick de Grace i
Chief Executive Officer Chief Financial Officer ,‘
Liquor Stores GP Inc. Liquor Stores GP Inc. ,

{780) 944-9994 ext. 6 (780) 917-4179




quuor Stores Income Fund Third Quarter Results Conference Call
|
EDMONTON, Alberta — (CCN Matthews — October 26, 2006) - Liquor Stfores Income Fund ("Liquor
Stores”) (TSX:"LIQ.UN") will conduct a conference call on November 9, 2008, following the release on
November 8, 2006, of its financial results for the third quarter ending September 30, 2006. The details of
the conference call are as follows:

Date: Thursday, November 9, 2006
Time: §:00 a.m. EST
Participants: Irv Kipnes, CEO

i

!

'.

|

Rick Crook, EVP & COO %

Pat de Grace, CFO i

Local Access Number: 416-695-9757 ]

Toll-Free Access: 1-888-789-0156 |
An archlved recording of the conference call will be available approximately one hour after the completion

of the call until November 16, 2006, by dialling: 416-695-5275 or Toll-Free Access: 1-888-509-0081. The
required Passcode is: 634238. An archived recording of the call will also be available on the Liquor

- Stores Income Fund website.

Liquor Stores is a publicly traded Canadian Income Fund that participates m!the retail liquor industry in
Alberta and British Columbia through its 75.6% interest in Liquor Stores lelted Liquor Stores Income
Fund is Westemn Canada's largest operator of private liquor stores by number of stores. The Fund
currently operates 101 stores, 7 of which are located in British Columbia.

The Fund's Units trade on the Toronto Stock Exchange under the symbol LIQ.fJN.

Additional information about Liquor Stores Income Fund is available at www.sedar.com and the Fund’s
website at www.liquorstoresincomefund.ca.

For further information, please contact:

Irv Kipnes Patrick de Grace !
Chief Executive Officer Chief Financial Officer
Liquor Stores GP Inc. Liquor Stores GP Inc,

(780) 944-9994 ext. 6 (780) 917-4179
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Form 52-109FM2 Certification of Interim F:ilings

. | -
L, Irv Kipnes, President and Chief Executive Officer of Liquor Stores GP Inc., certify that:

1. . : I have reviewed the interim filings (as this term is defined in Multilateral Instrument 52-
" - 109 Certification of Disclosure in Issuers’ Annual and Intenm Filings) of Liguor Stores
Income Fund, (the issuer) for the interim period ending September 30, 2006;

2. . Basedonmy knowledge the interim filings do not contain any untrue statement of a
' material fact or omit to state a material fact required to be stated or that is necessary to
make a statement not misleading in light of the circumstances |urlder whlch it was made,
with respect to the period covered by the interim filings; X

3. Based on my knowledge, the interim financial statements together with the other .
financial information included in the interim filings fairly present in all material respects
- the financial condition, results of operations and cash flows of the issuer, as of the date
and for the periods presented in the interim filings; and , |

4, The issuer’s other certifying officers and I are responsible for establishing and
-maintaining disclosure controls and procedures for the issuer, and we have designed such
disclosure controls and procedures, or caused them to be designed under our supervision,
.'to provide reasonable assurance that material information relating to the issuer, including
" its consolidated subsidiaries, is made known to us by others w1th1n those entities,
particularly during the period in which the interim filings are being prepared.

_Dated the 8"_’ day of November, 2006

4
(Signed) “Irv Kiipnes”

Irv Kipnes
President and Chlef Executlve Officer
Liquor Stores GP Inc.
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. Form 52-109FM2 Certification of Interim Fz;lings

I, Patrick de Grace, Chief Financial Officer of Liquor Stores GP Inic., certify that:

1. Ihave reviewed the interim filings (as this term is defined in Multllateral Instrument 52-
.. 109 Certification of Disclosure in Issuers’ Annual and Interim F. ilings) of Liquor Stores
' Income Fund, (the issuer) for the interim period ending Septelmber 30, 2006,

2. - Based on my knowledge, the interim filings do not contain any untrue statement of a

~ material fact or omit to state a material fact required to be statéd or that is necessary to
make a statement not misleading in light of the circumstances under which it was made,
with respect to the period covered by the interim filings;

3. Based on my knowledge, the interim financial statements together with the other
. financial information included in the interim filings fairly pres:ent in all material respects
the financial condition, results of operations and cash flows of the issuer, as of the date
and for the periods presented in the interim filings; and !

4. The issuer’s other certifying officers and I are responsible for establishing and
‘maintaining disclosure controls and procedures for the issuer, and we have designed such
disclosure controls and procedures, or caused them to be de51gned under our supervision,
to provide reasonable assurance that material information relating to the issuer, including
its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which the interim filings are b:eing prepared.

Dated the 8" day of November, 2006

(Signed) “Patrick de Grace”
;
Patrick de Grace

Chief Financiaf_ Officer
Liquor Stores (IiP Inc.

1
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November 8, 2006

Attenﬁoh Business/Financial Editors:

Liquor Stores Income Fund Reports 2006 Third Quarter Results:
EDMONTON, November 8/CCNMatthews - Liquor Stores Income Fund (the “Fundi”) (TSX: LIQ.'UN) announced its
results for-the three months ended September 30, 2006. For the third quarter, the Fund reported sales of $60.8

million compared to $41.4 million in 2005. For the nine months ended September;30, sales for 2006 were $151.0
million compared to $106.8 million in 2005.

For the third quarter, same store sales increased by 8.27% to $44.5 million this year from $41.1 million in 2005.
Same store sales for the nine months ended September 30, 2006 increased 7.00% to $93.2 miilion from $87.1

- million in 2005. The strength of the economy in Western Canada, favourable weather conditions and the
participation of Alberta professional hockey teams in the Stanley Cup playoffs contributed to the year over year
improvement. ’

For the quarter ended September 30, 2006, the GAAP measures of earnings before non-controlling interest were
$4.7 million or $0.39 per weighted average unit outstanding and ‘net eamings were $3.3 million or $0.39 per
weighted average unit outstanding. For the nine months ended September 3p 2008, earnings before non-
controlling interest were $9.8 million or $0.86 per weighted average unit and net eamings were $6.9 million or
$0.85 per weighted average unit cutstanding. Distributable cash per weighted average unit outstanding for the
quarter and the nine months ended September 30, 2006 of $0.40 and $0.93, respectwely compared to $0.29 and
$0.72 in 2005. Distributions declared were $0.30 per unit for the third quarter of 2006 and $0.60 for the nine
months ended September 30, 2006.

Operating margin as a percentage of sales for the quarter ended September 30, 2006 was 8.87% compared to
8.47% for the third quarter of 2005. For the nine months ended September 30, 2008, operating margin as a
percentagé of sales was 7.92% compared to 7.63% for the same period last year.

On October 2, 2006 the Fund completed a new issue of 1.6 million Fund units for net proceeds of $33.8 lTII||I0n
The proceeds have been used to temporarily repay bank indebtedness until needed for future acquisitions and new
" store development.

‘The Fundf‘increased cash distributions from $1.20 annually' ($0.10 per month) to $1.40 ($0.1167 per month)
effective with the distribution payable November 15, 2006 to Unitholders of record October 30, 2006.

Irv Kipnes, Chief Executive Officer of Liquor Stores GP Inc. stated, “We are extremely pleased with the
performance of the Fund in the third quarter and the year to date related to sales, |eamings acquisitions and new
store development. We are expecting continued sales and earnings growth in 2006 as a result of the 25 store
increase in 2005, the addition of 27 stores to date in 2006 and the 3 stores that will be added over the next few
weeks

All of the growth from new store development and acquisition results from transactions with arms length third
parties, and the accretion in value from this growth continues to accrue to the benefit of the Fund's Unitholders.

Management is reviewing the |mpI|catlons of the recent proposed changes to the taxation treatment of income
trusts. '
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The Fund has scheduled a conference call to discuss its results for November 9, 2006 at 9:00 AM Eastern
Standard Time. Toronto access for the call is 416-695-9757 and toll free access IS 1-888-789-0156.

" An archived recording of the conference call will be available approximately one hour after the completion of the
- call unt! November 16, 2006, by dialing. 416-695-5275 or toll-free access: 1-888-509-0081. The required
passcode is 634238. An archived recording of the call will also be available on the Liquor Stores Income Fund
website. ‘
About Liquor Stores Income Fund :
The Fund is a publicly traded Canadian income fund that participates in the retail liquor industry in Alberta and
British Columbia through its 75.6% interest in Liquor Stores Limited Partnership. Liquor Stores Income Fund
operates the largest number of private liquor stores in Canada. The Fund currently operates 102 stores, 8 of which
are located in British Columbia. |

The Fund Units trade on the Toronto Stock Exchange under the symbol LIQ.UN. |
Additional information about Liquor Stores income Fund is available at www.sedar.com and the Fund's website at
www.liquorstoresincomefund.ca.

For further information, please contact: i

Irv Kipnes . Patrick de Grace, CA Rick Criook
Chief Executive Officer Chief Financial Officer ' Presideint & Chief Operating Officer
‘ Liquor Stores GP Inc. Liquor Stores GP Inc. Liquor étores GP Inc.
(780) 944-9994 ext 6 (780) 917-4179 (780) 4?7-3271
|
NON-GAAP MEASURES

Distributable cash of the Fund is a measure generally used by Canadlan open-ended trusts as an
indicator of financial performance. As one of the factors that may be consldered relevant by prospective
investors is the cash distributed by the Fund relative to the price of the Fund Units, management
believes that distributable cash of the Fund is a useful supp[emental measure that may assist
prospective investors in assessing an investment in the Fund. X

Operating margin for purposes of disclosure under "Operating Results” 'have been derived by adding
interest expense, amortization of property and equipment, intangibles and pre-opening costs and non-

controlling interest to net earnings for the period. i

Operating margin, as so calculated, and distributable cash are not a measure recognized by GAAP and
. do not have a standardized meaning prescribed by GAAP. Investors are cautioned that operating margin
and distributable cash should not replace net income or loss (as determmed in accordance with GAAP)
as an indicator of the Fund's performance, of its cash flows from operatlng investing and financing
activities or as a measure of its liquidity and cash flows. The Fund's method of calculating operating
margin and distributable cash may differ from the methods used by other issuers. Therefore, the Fund's

operating margin and distributable cash may not be comparable to similari measures presented by other
issuers.

FORWARD LOOKING STATEMENTS ]

This press release contains forward-looking statements. All statemerits other than statements of
historical fact contained in this management's discussion and analysis ar.e forward-looking statements,
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including, without limitation, statements regarding the future financial| position, cash distributions,
business strategy, proposed acquisitions, budgets, litigation, projected costs and plans and objectives of
or involving the Fund or Liquor Stores LP. You can identify many of these statements by looking for
words such as “believes”, “expects”, "will”, “intends”, “projects”, “anhcnpates“ “estimates”, “continues”
-or similar words or the negative thereof. These forward-looking statements include statements with
respect to the amount and timing of the payment of the distributions of the Fund. There can be no
assurance that the plans, intentions or expectations upon which these fowvard -looking statements are
based will occur. Forward-looking statements are subject to risks, uncertalntles and assumptions,
including, but not fimited to, those discussed elsewhere in this press release. There can be no assurance
that such expectations will prove to be correct.

Some of the factors that could affect future results and could cause results!to differ materially from those
expressed in the forward-looking statements contained herein include, but are not limited to, those
discussed under “Risk Factors”. : '

. The information contained in this press release, including the information set forth under “Risk Factors”,
identifies additional factors that could affect the operating results and performance of the Fund and
Liquor Stores LP. See also the Fund's Annual Information Form and other documents the Fund files with
Canadian securities regulatory authorities for further detail, copies of whlch are available from the Fund
directly, or on its website, www.liquorstoresincomefund.ca, or on the SEDAR website at www.sedar.com .

The forward-looking statements contained herein are expressly quallf ied in their entirety by this
cautionary statement. The forward-looking statements included in this press release is made as of the
date of this press release and the Fund assumes no obligation to update 'or revise them to reflect new
events or circumstances except as expressly required by applicable secuntlFs law,
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" MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS I

This management's discussion and analysis (“MD8&A”) should be read in conjunction with the interim
consolidated financial statements and accompanylng notes (“Financial Statements ) of Liquor Stores
Income Fund (the “Fund”) for the three and nine manths ended September 30, 2006 and the annual
consolidated financial statements and accompanying notes of the Fund for the year ended December
31, 2005. Results are reported in Canadian dollars unless otherwise stated and have been prepared in
accordance with Canadian generally accepted accounting principles (* GAAP ). Certain dollar amounts
have been rounded to the nearest hundred thousand dollars or thousand dollars. References to notes
are to the notes to the Financial Statements unless otherwise stated.

Throughout this MD&A references are made to “distributable cash”, “operatlng margin®, and other “Non- -
GAAP Measures”. A description of these measures and their limitations are discussed below under
“Non-GAAP Measures”. See also "Risk Factors” and "Forward-Looking Statements".

This MD&A is dated November 8, 2006. K
OVERVIEW OF THE FUND |
‘ l

Issuance of Fund Units and Development of the Business |

The Fund is an unincorporated open ended, limited purpose trust establlshed under the laws of the
Province of Alberta. The trust units ("Units”) of the Fund trade on the Toronto Stock Exchange under
the symbol LIG.UN. Through its 75.6% ownership of Liquor Stores leltedIPartnershlp ("Liquor Stores
LLP"), the Fund operates 102 retail liquor stores in Alberta and British Columbla and is the largest liquor
store operator in Alberta by number of stores. ,

The Fund commenced business operations on September 28, 2004 when it completed its initial public
offering of Units and acquired the net assets of The Liquor Depot Corporatlon and Ligquor World Group .
Inc. and other wholly owned subsidiaries or companies that were under common control (collectively,.
the “Vendors) for $97.4 million in cash and Subordinated and Exchangeable|LP Units.

In March 2005 and March 2006 the Fund issued 1,830,000 and 1,600, 000 units, respectively, from
treasury for aggregate net proceeds of $59.2 million. In conjunction with the March 2006 offering, the
Vendors sold 827,132 Units by way of a secondary offering.- In October 2006 the Fund issued
1,600,000 units from treasury for net proceeds of $33.9 million. As at November 8, 2006 there are
13,530,000 units outstanding. The Vendors now have a 24.4% non- controlllng interest in Liquor Stores
LP.

A portion of the net proceeds of the March 2005 and March 2006 issuances were used to acquire or
develop 49 retail liquor stores. Net proceeds of the October 2006 |ssuance are being used to
temporarily repay bank indebtedness related to inventory financing and to fund future acquisitions of
retail liquor stores. To September 30, 2006, the aggregate of deposits and the cost to acquire and
develop retail liquor stores, exclusive of working capital, is approximately $49.2 mllllon

Subsequent to September 30, 2006, the Fund completed the acquisition of 3 addutlonal retail liquor
stores. As at November 8, 2006, the Fund operates 102 retail liquor stores. The acquisition of 2
additional stores and the cpening of a newly developed store are expected to be completed in the
fourth quarter bringing the total number of stores operated to 105 prior to December 31, 2006.
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The geographlc location of the 102 liquor stores currently operated is prowded in the foliowing table: ’

Alberta British Columbla Total
Edmonton Calgary Other Lower Mainland l Other

|
Number of stores 42 34 18 3 5 102

References to Edmonton and Calgary are to stores located in or near those urban centres.
Other communities served in Alberta include Red Deer (3), Lethbridge (1) Fort McMurray
(5), Slave Lake (3), Banff (1), Grande Prairie (2), Edson (2) and High Rwer|
In. British Columbia other communities served include Victoria (1), Kamloops (1), Kelowna
(2) and Chilliwack (1).
The Fund also operates a pub connected to a retail store in British Columbia.

f

Business of the Fund

The Province of Alberta is the only province in Canada that has a fuIIy privatized retail distribution
system for adult beverages. With 94 liquor stores operating in Alberta, where there are approximately
1,050 liquor stores, the Fund is the largest liquor store operator by number of stores. We believe that
the Fund is the second largest liquor store operator by revenue in Albertai

The Fund also operates 8 stores and a pub in British Columbia. The Province of British Columbia’s
model for liquor distribution is a blend of approxlmately 600 private stores, 208 government operated
stores and approximately 400 agency stores servicing small communities;

Distributable Cash and Cash Distributions

The Fund’s policy is to distribute available cash from operations to Umtholders to the extent determined
prudent by the Trustees of the Fund. Cash available for dlstnbutlon is after cash required for
maintenance capital expenditures, working capital reserve, and other reserves considered advisable by
the Trustees, including a provision for awards related to the Fund's Iong -term incentive plan (the
“LTIP"). The policy allows the Fund to make stable monthly dlstnbutlons to its Unitholders based on
estimates of distributable cash. The Fund pays cash distributions on or about the 15th of each month
to Unitholders of record on the last business day of the previous month.

The Fund reviews its historic and expected results on a regular basis. This review includes
consideration of economic conditions, including labour market trends and the competitive environment,
Based on this review and the financial performance of the Fund, cash distributions have been made as
follows:

Payment Dates Meonthly Annualized
I

November 15, 2004 to May 16, 2005 $0.08333 $1.000

June 16, 2005 to January 16, 2008 $0.08958 $1.075

February 15, 2006 to October 16, 2006 $0.10000 $1.200

Commencing November 15, 2006 $0. 116‘67 $1.400

On August 11, 2006, an increase in the cash distribution from $1.20 ($0. 10 monthly) to $1.40 ($0.1167
monthly) annually was approved. The increase is effective commencmg with the distribution payable
November 15, 2006 to unitholders of record October 31, 2006.

Distributions declared during the three months ended September 30, 20b6 were $3,579,000 or $0.30
per unit. For the nine month period ended September 30, 2008, the Fund declared distributions of
$10,417,000 or $0.90 per unit. Since inception, the Fund has distributed approximately 89.9% of its




distributahble cash. The Fund s business is subject to seasonal fluctuations. | In the early part of the year

the Fund may use its operating line of credit to fund distributions.

For 2006, the tax deferred portion of distributions for Canadian federal income tax purposes is expected

to be in the range of 25% to 30%.

|
|

Distributable cash per unit (Fund Units, Exchangeable and Subordinated LP Units)

‘The Fund views distributable cash as an operating performance measure. _
summarizes the distributable cash of the Fund for the three and nine mﬂnths ended September 30,

The following table

2008 and 2005: {
July 1, 2006 July 1, Janua}y 1, January 1,
to 2005 2006 2005
September to ! to to
30,2006 September September  September
30, 2005 30, 2006 30, 2005
Cash provided by operating activities $310,846 $2,020,738 $4.103‘,364 $4,669,338
Net change in non-cash working capital ]
items 5,018,345 1,353,918 7,333,994 | 3,100,789
LTIP provision (400,000). (400,000)
Purchase of non-growth property &
equipment (11,407) {411,123) (187.658) (628,805)
Provision for purchase of non-growth
property & equipment {200,000) {200,000}
Equity earnings - 5,237 28,237 12,585
‘ 1 -
Distributable cash $4,717,784  $2,968,768 §$10,677.937 $7,153,907
Weighted average Units outstanding 11,930,000 10,330,000 11 ,496},300 9,921,099
Distributable cash per weighted average
Unit $0.40 $0.29 $0.93 $0.72
Distributions declared per unit $0.30 $0.27 $0.90 $0.78
Basic earnings per Unit $0.39 $0.29 $0.86 $0.68
Diluted earnings per unit $0.39 $0.29 $|0'85 $0.67

Distributable cash is a Non-GAAP Measure. The following significant atems.I are necessary to reconcile

dlstrlbutable cash to its nearest GAAP measure, cash provided by operating Lactivities:

Net Changes in non-cash working capital items

}
}

Changes in the Fund's non-cash working capital are influenced by seasonal fluctuations, purchase of
inventory at favourable prices when limited time offers are in effect and deposits on working capital for
stores to be acquired. Management believes that these fluctuations primarily benefit future operations
and, as consequence, the net change in non-cash working capital is added back to cash provided by
operating activities. |

LTIP Provision
Since the Fund has a residual interest in LTIP units related to forfeiture of units awarded to LTIP

participants, the LTIP is a variable interest entity and consolidated in the Fund s annual consolidated
financial statements. Funding for the LTIP occurs subsequent to the approva! of the Fund’s annual
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consohdated financial statements and is initially recorded at that time as a reduction of unitholders
equity. For the purposes of GAAP, the expense related to the LTIP is recogmzed as an expense as
LTIP units vest. Awards under the LTIP are calculated with reference to distributable cash per unit. As
a consequence, a provision has been made for the LTIP award in the determination of current
distributable cash. A further amount will be reserved in the fourth quarter to provide for LTIP funding
based on distributable cash per unit for fiscal 2006.

Purchase of non-growth property and equipment . !
The Fund's purchases of replacement property and equipment are capitélized in its accounts. Since
these expenditures are made to sustain existing operations, they are deducted in the determination of
distributable cash. The following table provides a reconciliation of the purchase of property and

equipment as reported on the Statement of Cash Flows to the purchase of non-growth property and
equipment used to determine distributable cash:

July 1, July 1, January 1, January 1,
2006 2005 2006 2005
to to to to

September September Septelnber September
30, 2006 30, 2005 30, l2006 30, 2005

Purchase of property and equipment :
from the Statement of Cash Flows $678,585 $722,757 $2,54?,137 © $1,707,943

Less: Growth expenditures including
amounts relating to development and . |
acquired stores {667,178) (311,634) (2,354,479) (1,079,138)

I
b

" Purchase . of non-grbwth property and !
equipment $11,407 $411,123 $187.658 $628,805

. i
Routine repairs and maintenance expenditures expensed in store operations for the quarters ended
September 30, 2006 and 2005 was $62,743 and $54,045, respectively., Repairs and maintenance

expensed for the nine months ended September 30, 2006 and 2005 were $184 745 and $159,457,
respectively.

Amounts. relating to the development and acquisition of stores are conmdered growth expenditures.
Growth expenditures are not included in the calculation of distributable cash

l

Provision for purchase of nen-growth property and equipment

In addition to the $187,658 noted above, management, in the third quarter, made a provision of
$200,000. for further replacement of property | and equipment.

!




' SELECTED FINANCIAL INFORMATION AND RESULTS FROM OPERATIONS
Operatlng Results

The following table summarizes the operating results for the quarter ended September 30, 2006 wnh
comparatwe figures for 2005:

Three Months Three Months Nine Months Nine Months

Ended Ended Ended Ended
September September September September
30, 2006 30, 2005 30, 2006 30, 2005

(Unaudited) {Unaudited) (Unaudlted) (Unaudited)

‘ l
# of Stores at September 30 . 99 66 99 66

y

!
Sales ‘ $60,751,442 $41,434,078 $150,987,655 $106,758,276

Cost of sales, adminisirative,
operating, and store acquisition

and development expenses 54,965,287 37,924,823 138,628,4|68 98,608,440
LTIP provision 400,000 400,0b0
| i
Operating margin (*) $5,386,155 3,509,255 11,959,187 $8,149,836
o |
Percent of Sales 8.87% 8.47% 7.92% 7.63%

*} Operatiné margin has been calculated as described under “Non-GAAP Measures™

Sales '

Sales for the quarter ended September 30, 2006 increased by $19.4 million| to $60.8 million from $41.4
million in the third quarter of 2005. For the nine months ended September 30 2006 sales increased by
$44 .2 million to $151.0 million from $106.8 million for the nine months ended September 30, 2005.

Sales for the 65 stores that were in operation during the entire third quarter of 2005 increased by 8.27%
to $44.5 million from $41.1 million in the third quarter of 2005.

Of the 99 stores open at September 30, 2006, 50 were in operation during entire first nine months of
. 2005. Sales of these stores increased by 7.00% to $93.2 million for the nine months ended September
30, 2006 from $87.1 million for the nine months ended September 30, 2005I Factors contributing to the
improvement included the strength of the economy in Western Canada numerous festivals and
sporting events, including the 2006 Stanley Cup Playoffs, drawing people to the Edmonton and Calgary

regions and favourable weather conditions. |

Sales for 15 stores that were acquired or opened in the first half of fiscal 2005 increased $7.3 million to
. $26.9 million for the nine months ended September 30, 2006 from $19.6 miltlion for the same period last
year. :

Since June 30, 2005, 34 stores have been acquired or opened. Sales for these stores were $15.3
million and $0.3 million for the third quarter of 2006 and 2005, respectively. iFor the nine months ended
September, sales for these stores were $30.9 million for 2006 compared to I$0.7 million for 2005.

3
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. Fund’s year-to-date results.

Combined Cost of Sales, Administrative, Operating and Acquisition and Store Development

Expense (“Operatlng Expenses”) |

" For the three months ended September 30, 2006 Operating Expenses olf $55.0 million compare to

$37.9 million in 2005. Operating Expenses for the first nine months ofl 2006 increased to $138.6
million, which were $40.0 million higher than in 2005. These i increases are consistent with the increase
tn number of stores being operated. .

" Increases in labour costs due to upward pressure on wage rates in Alberta and an increase in staffing

levels at head office to accommodate growth added $0.8 million and $1.7 ml”IOﬂ to operating costs for

~ the third quarter and the nine months, respectively, when compared to the same periods in 2005

Labour cost increases are consistent with management’s expectations.
Operating Margln ]

Operating margm (as defined under Non-GAAP Measures) for the three months ended September 30,
2006 increased by $1.9 million over the same period in 2005 to $5.4 mlinon The increase in operating
margin was due primarily to the increase in the number of stores and |mproved results from existing
stores.

As a percentage of sales, operating margin increased to 8.87% for the quarter compared to 8.47% for
the same.period last year. During the quarter, the benefits of limited time offers and increases in retail
prices were partially offset by increase labour rates. 1

Operating margin increased to $12.0 million for the nine months ended September 30, 2006 from $8.1
million in 2005. As for the quarter, the increase in operating margin was due primarily to the increase in
the number of stores as well as improved results from existing stores.

Operatlng margin as a percentage of sales was 7.92% for the nine months ended September 30, 2006
compared to 7.63% in 2005. The factors contributing to quarterly performance also benefited the

Earnings before Non-controlling Interest and Net Earnmgs

Earnings before non-controlling interest of $4.7 million for the third quartell of 2006 compared to $3.0
million for the second quarter of 2005. For the nine month period ended September 30, 2006 earnings
before non-controlling interest of $9.8 million' increased over the same period in 2005, which had
earnings before non-controlling interest of $6.6 million. |

Net earnlngs after the deduction of non-controlling interest and as determmed in accordance with
GAAP, for the three-month period ended September 30, 2006 increased by $1.5 million to $3.3 million

from $1.8 million in 2005. Net earnings for the nine month period mcreased by $3.0 million over the

same six month period in 2005.




Condensed Quarterly Information

September  June 30, Mar. 31, Dec. 31, Sept. 30, June 30, March 31, Dec. 31,
30, 2006 2006 2008 2005 2005 12008 2005 2004

(thousands of dollars except per unit amounts) '

Balance Sheet ' |

Cash and cash i
equivalents $1,683 $276 $2935 - $2,047 $172 1$266 $10,199 $179
Total assets 173.736 165,812 141,511 140,806 127,114 1 1§.425 126,040 102,081
Bank indebtedness 28,964 15,495 - 15,493 8,993 i - " 7.445 11,397
Total current liabilities 32,140 20,481 4,002 20,427 11,628 ?,996 10,669 14,107
Long-term debt 2.500 7,500 - 11,352 7,359 i7.500 7,481 7,388
Unitholders’ equity 105,975 105,115 104,775 67,327 66,648 66,167 66,147 37,814
Non-controlling interest 33,120 32,716 32,643 41,700 41,471 41,762 41,742 42377

i

Statement of Earnings |
Sales 60,751 $52,215 $38,021 $50,686 $41.434 $38.505 $26,819 $35,543

Eamings before non- !
controlling interest 4678 3,992 1,101 3,676 2,966 2,760 910 2,957
Mo mings for the 3382 287 684 2202 1,764 1,697 495 1496
Basic eamings per unit $0.39 $0.33 $0.10 $0.38 $0.29 $o.27 $0.10 $0.35
Diluted  carmings  per $0.39 $033 5010 $0.37 $0.29 $0.27 $0.10 $0.35
Distributable cash per $0.43 $0.38 $0.14 $0.44 $0.29 $0.29 $0.14 $0.38

Unit

t

The liquor retailing industry is subject to seasonal variations with approximately 45% of sales occurring
in the first half of the year. Sales and operating margin improve as the year progresses.

LIQUIDITY AND CAPITAL RESOURCES
Unitholders’ Equity and Non-controlling Interest
The following units were outstanding as of November 8, 2006:

Fund Units

Liguor Stores LP Exchangeable LP Units
Liguor Stores LP Subordinated LF Units

|
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Units

10,228,320
1,176,680

2,125,000

13,530,000

The Liquor Stores Subordinated and Exchangeable LP Units represent a non-controlllng interest in the

Fund.

!

During the three months ended September 30, 2008, 2,137 Liquor StorestLP Exchangeable LP Units

were exchanged for Fund Units.

Credit Facilities

!

The Fund has a $32 million demand operating loan that can be increased to $38 miliion to
accommodate seasonal inventory highs, a $14.5 million committed non- revolvmg capital loan and a $15
million committed non-revolving acquisition loan with a Canadian chartered bank. The total of all
available credit facilities is $61.5 million.

|
|
|
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As of September 30, 2006, total indebtedness under all credit facmtles was $31.5 million and was
primarily related to inventory financing. As acquisitions occur and new stores are opened, credit
facilities are utilized as required. Subsequent to September 30, 2006, the long-term debt outstanding at
September 30, 2006 was repaid in full. |

|

During the three months ended September 30, 2006, the Fund developed and opened a new store in
Kelowna, BC, and one in Edmonton. The Fund completed the purchase of ten retail liquor stores
. located in Calgary, and one in Leduc, AB. Since December 31, 2005 the number of stores operated by
the Fund has increased from 75 to 99. Subsequent to September 30 the Fund has acquired 3 stores.
The Fund now operates 102 stores. At September 30, 2006 the Fund had tendered deposits of $1.9
million for acquisiticns expected to occur in the fourth quarter. ‘

Capital Expenditures

The Fund will continue to pursue acquisition opportunities and to open new stores. In addition, the
replacement of in-store information systems is anticipated to begin in: 2007 The improvements in
marketing and administrative processes related to this replacement are mtended to reduce overheads
and enhance the management of retail operations. The preliminary estlrnate of the cost to replace in-
store systems is in the range of $2.0 to $2.5 million. This cost will be treated as growth capital when
incurred. :

Interest Rate Risk and Sensitivity \

{
The Fund's bank indebtedness and long-term debt bear interest at floating rates based on the bank’s
prime rate or at short term banker’s acceptance rates.

The Fund is not subject to significant exposure to interest rate ﬂuctuattons Based on a normal
outstanding debt balance a 1.0% increase in interest rates would reduce distributable cash for the year
by approximately $260,000 or $0.02 per unit. ‘,

Contractua! Obligations : _ |

The table below sets forth, as of September 30, 2006, the contractual obligations of the Fund, due in
the years indicated, related to various premises operating leases and the $2,500,000 non-revolving
loan that is due in April of 2008.. l

‘I 2011 and
2006 2007 2008 2009 ! 2010 thereafter

— i
Operatingleases ~ $3,195,818  $6.026760  $5642567  $4614605 $3689.585 $11,509,060
Long-term debt $2,500,000 i

t
Totat ‘ $3,195818 $6,026.769  $13,142,587 $4614605 $3,689,585 $11,509 060

Subseqhent to September 30, 2006, the $2.5 million long-term debt was repaid in full.
OFF BALANCE SHEET ARRANGEMENTS

The Furid has provided a letter of guarantee in the amount of $1 mitlilon to Scimtar Enterprises in
respect of the purchase of a store in Chilliwack, British Columbia.

The Fund has not entered into any other off-balance sheet arrangements. !

i
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CRITICAL ACCOUNTING ESTIMATES
Goodwill

Goodwill is not amortized and is assessed for impairment at the reporting unit level. The impairment
test is done annually unless circumstances arise that would potentially|impair the carrying value of
goodwill. Any potential goodwill impairment is identified by comparing the fair value of a reporting unit
to its carrying value. If the fair value of the reporting unit exceeds |ts carrying value, goodwill is

" considered not to be impaired. If the carrying value of the reporting unit exceeds its fair value, potential

goodwill impairment has been identified and must be quantified by comparmg the estimate fair value of
the reporting unit's goodwill to its carrying value. Any goodwill lmpalnnent will result in a reduction in
the carrying value of goodwill on the consolidated balance sheet and in the recognition of a non-cash
impairment charge in operating income. ‘

Amortization Policies and Useful Lives }

The Fund amortizes property, equipment and intangible assets over the estlmated useful service lives
of the assets. In determining the estimated useful life of these assets significant judgment by
management is required. In determining these estimates, the Fund takes into account industry trends
and Fund-specific factors, including changing technologies and expectatlon for the in-service period of

- these assets. The Fund assesses the estimated useful life of these assets on an annual basis to

ensure they match the anticipated life of the asset from a revenue producmg perspective. If the Fund
determines that the useful life of an asset is different from the original assessment, changes to
amortization will be applied prospectively.

Purchase Price Allocations i

' The allocations of the purchases price for acquisitions involve determining the fair values assigned to

the tangible and intangible assets acquired. The Fund uses independent va!uators to determine the fair
value of the tangible assets and certain intangible assets of the acquured stores. Other intangible
assets are allocated based on a calculation of fair values by management. A discounted cash flow
analysis is prepared to determine these fair values. Goodwill is calculated based on the purchase price
less the fair value of the tangible and intangible assets stated above.

CHANGES IN ACCOUNTING POLICIES |

Management is not aware of any recent accounting pronouncements or developments that will affect
the Fund's financial statements. Management will continue to monitor and assess the impact of
accounting pronouncements on the financial statements of the Fund as they become available.

FINANCIAL INSTRUMENTS ?

Due to the nature of its business, the Fund does not engage in activities or hold assets that would

" require the Fund to acquire financial instruments for hedging or speculative purposes. The financial

instruments that are held by the Fund consist of accounts receivable, bank indebtedness, advances to
equity investment, accounts payable and accrued liabilities, distributions payable and tong-term debt.
The financial instruments are held in the normal course of operations and as a result no significant
accounting policies need to be adopted or assumptions made in reportlng the Fund's financial
instruments. l

TRANSACTIONS WITH RELATED PARTIES l

The Fund has a conflict of interest policy that requires the disclosure of potentlal conflicts and excludes
persons with a material conflict of interest from any related decisions.

During the quarter and nine months ended September 30, 2006, the Fund incurred professional fees of
$109, 032 and $155,695 respectively, to a law firm where one of the padgners is a director of Liquor
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Stores GP Inc.(the “"GP"), a subsidiary of the Fund. Rent paid to compames controlled by directors of
the GP amounted to $21,604 and $75,479 respectively. Further, the Fund pald fees and expenses to a
company controlled by the President of the GP relating to supervision of the construction of developed
stores and lease administration in the amount $36,246 and $95,317 respectively. Included in accounts
payable and accrued liabilities is $1,375 relating to these transactions (see note 7 to the Financial
Statements). i '

OUTLOOK

!
Beyond 2006, the Fund intends to conintue to follow the acquisition and store development strategy
that led to an increase in the number of stores to 102 from 75 at the beginning of the year.

We believe there will continue to be a consolidation trend in the industrﬁ and that the Fund is well
positioned to continue to benefit from this. During the quarter, we opened 2 new stores and acquired 11
stores. Subsequent to September 30, 2006 the Fund acquired 3 stores. | The acquisition of 2 more
stores is expected to be completed in the fourth quarter and more are currently planned to open in
2007. | :

SUBSEQUENT EVENT

On October 31, 2006, the Federal Department of Finance announced a new tax on distributions made
by publicly traded income trusts and limited partnerships. For existing mcome trusts, the government
has proposed a four-year transition period. The stated purpose of this proposa! is to make the tax
treatment:of income trusts comparable to that of corporations. However, as detailed draft legislation
implementing the proposals is not yet available, the full implications to the Fund cannot be determined
at this time. In any event, should the proposed tax structure be |mpiemented as broadly outlined, the
Fund and its unitholders will not be subject to the new measures until the 20,11 taxation year.

These comments are not to be construed as tax advice. The specific changes contemplated are
outined in an official press release from the Department of Finance available at
www.fin.gc.ca/news06/06-061 1e.html. Please consult your tax advisor for further information.

ADDITIONAL INFORMATION ' ~ l

Addltional information relating to the Fund, including the Funds Annual Informatlon Form and other
public filings is available on SEDAR (www.sedarcom) and on | the Fund’s website at
www.liquorstoresincomefund.com. . J

RISK FACTORS ﬁ

The Fund’'s results of operations, business prospects, financial - condltlon cash distributions to
Unitholders and the trading price of the Fund's units are subject to a number of risks. These risk factors
include: risks relating to government regulation; competition; its ability to Iocate and secure acceptable
store sites and to adapt to changing market conditions; risks relating to” future acquisitions and

development of new stores; failure to successfully integrate acquisitions; dependence on key

personnel; the Company’s ability to hire and retain staff at acceptable wage levels, risks related to the
possibility’ of future unionization, supply interruption or delays; reliance on information and control
systems; dependence on capital markets to fund its growth strategy beyond. its available credit facilities;
dependence of the Fund on the Company; leverage and restrictive covenants in agreements relating to
current and future indebtedness of the Company; restrictions. on the potentral growth of Liquor Stores
LP as a consequence of the payment by Liquor Stores LP of a substantial amount of its operating cash
flow; income tax related risks; and the Vendors' right to approve certain material transactions.

* For a discussion of these risks and other risks associated with an mvestment in Fund Units, see “Risk
Factors” detailed the Fund's Annual Information Form, which is available at www.sedar.com.

-
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NON-GAAP MEASURES

References to “distributable cash” are to cash available for distribution to Unitholders in accordance
with the distribution policies of the Fund. Management believes that, in addition to income or loss, cash
- available for distribution before debt service, changes in working capital, capital expenditures and
“income taxes are useful supplemental measures of performance. Distributable cash of the Fund is a
measure generally used by Canadian open-ended trusts as an mducator of financial performance. As
one of the factors that may be considered relevant by unitholders and prospectwe investors is the cash
distributed by the Fund relative to the price of the Fund's trust umts management believes that
distributable cash of the Fund is a useful supplemental measure that may assist unitholders and
prospective investors in assessing an investment in the Fund.

|
Operating margin for purposes of disclosure under “Operating Results’, has been derived by adding
interest expense, amortization of property and equipment, intangibles and pre-opening costs and non-
controlling interest to net earnings for the period and deducting prowsmns in respect of the LTIP.

Operating margin, as so calculated, and distributable cash are not measures recognized by Canadian
generally accepted accounting principles (“GAAP") and do not have a standardized meaning
prescribed by GAAP. Investors are cautioned that operating margin and distributable cash should not
replace net income or loss (as determined in accordance with GAAP) as an indicator of the Fund's
performance, of its cash flows from operating, investing and financing activities or as a measure of its
liquidity and cash flows. The Fund's method of calculating operating margm and distributable cash
may differ from the methods used by other issuers. Therefore, the Fund s operating margin as and
distributable cash may not be comparable to similar measures presented ’by other issuers.

FORWARD LOOKING STATEMENTS

" This management'’s discussion and analysis contains forward-looking statements. All statements other
than statements of historical fact contained in this management's dlscussmn and analysis are forward-
looking statements, including, without limitation, statements regarding the future. financial position, cash
distributions, business strategy, proposed acquisitions, budgets, Iltagatlon projected costs and plans
and objectives of or involving the Fund or Liquor Stores Limited Partnership. You can identify many of
these statements by looking for words such as “believes”, “expects”I “will”, “intends”, “projects”,

antlmpates" “estimates”, “continues” or similar words or the negative thereof These fonuard looking
statements include statements with respect to the amount and timing of the payment of the distributions
of the Fund. There can be no assurance that the plans, intentions or expectatlons upon which these
forward-looking statements are based will occur. Forward-looking statements are subject to risks,
uncertainties and assumptions, including, but not limited to, those dlscussed elsewhere in this
management's discussion and analysis. There can be no assurance that such expectations will prove

to be correct.

Some of the factors that could affect future results and could cause results to differ materially from
those expressed in the forward-looking statements contained herein inciude, but are not limited to,
. those discussed under ‘Risk Factors”. ]

The information contained in this management’s discussion and analysus| including the information set
forth under “Risk Factors”, identifies additional factors that could affect the operating results and
performance of the Fund and Liquor Stores LP.

The forward-looking statements contained herein are expressly quahﬂed in their entirety by this
cautlonary statement. The forward-looking statements included in this managements discussion and
analysis is made as of the date of this management s discussion and analys;s and the Fund assumes

10
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. no obligation to update or revise them to reflect new events or circumstances except as expressly

required by applicable securities law.
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Liquor Stores Income Fund
Consolidated Balance Sheets (unaudited)

September 30, December 31,
! 2006 2005
Assets. K $
Current assets
Cash and cash equivalents 1,682,818 2,047,400
Accounts receivable 949,209 1,136,634
Inventory i 43,003,757 34,066,925
Prepaid expenses and deposits (note 5} i 1819824 1,552,731
‘ 47,455,608 38,803,690
Pre-opening costs 753,501 471,903
Deposits on future business acquisitions (note ) . 1,882,298 -
Equity investment i - 422 789
Property and equipment 21,888,004 18,007,419
Intangible assets 418,925 424,293
Goodwill 101,337,473 82,676,117
| 173.735.809 140.806.211
Liabilities
Current liabilities l
Bank indebtedness (note 6) 28,963,844 15,492,652
Accounts payable and accrued liabilities 1,558,551 3,628,182
. Distributions payable to unitholders {note 8) 862,832 553,576
Distributions payable 10 non-controlling interest (note 9) 755,168 752,500
. 32,140,395 20,426,910
Long-term debt (note 6) L 2,500,000 11,352,466
| 34,640,395 31,779.376
Non-controlling interest (note 9) ‘ 33,120,319 41,700,230
Unitholders’ Equity
Fund Units (notes 3 and 8) 106,024,795 66,990,066
Cumulative undistributed eamings {49,700} 336,539
‘, 1
. 105,975,095 67,326,605
173,735,809 140,806,211




Liqum; Stores Income Fund

Consolidated Statements of Eamings and Cumulative Undistributed Earnings (unaudited)

Three month period ended Nine month period ended
September 30, September 30, September 30, September 30,
2006 2005 2006 2005
L) b $ $
Sales 60,751,442 41,434,078 150,987,655 106,758,276
Cost of sales, operating, administrative, acquisition
and store development 54,965,287 37,024 823 138,628,465 98,608,440
Operating earnings before amortization 5,786,155 3,509,255 12,359,150 8,149,836
Amortization '
Property and equipment 532,014 3255 lOl 1,414,822 883,294
Intangible assets . 40,811 21,450, 102,437 64,350
Pre-opening costs 78,811 28,045, 177,168 45,353
. I
651,636 375,005 1,694,427 992,997
Earnings before interest and non-controlling interest 5,134,519 3,I34,250l 10,664,763 7,156,839
' |
!
Interest !
Interest expense on bank indebtedness (358,240) (102,992)‘ (677,912) (282,230)
Interest expense on long-term debt (98,724) (65,383) (215,683) (238,716)
(456,964) (163,375)\ (893,595) (520,946)
3
’ 0
Earnings before non-controlling interest 4,677,555 2,965,875, 9,771,168 6,635,893
Non-controlling interest {1,345,342) (1,202,077) {2,883,814) (2,739,683)
Net earnings for the period 3,332,213 1,763,798 6,887,354 3,896,210
Cumulative undistributed earnings, beginning of .
period (793,631) (318,040) 336,539 385,437
Distributions declared (note 11) (2,588,282) (1,650,677). (7,273,593) (4,486,566)
' ) i
Cumulative undistributed earnings, end of period (49,700) (204,919)! (49,700} {204,919)
. I
Basic earnings per unit (note 10) $0.39 $0.29| $0.86 $0.68
Diluted earnings per unit {note 10) $0.39 $0.29! $0.85 $0.67




- Liquor Stores Income Fund

: Consolidated Statements of Cash Flows (unaudited)

Cash provided by (used in)

Operating activities
Net earnings for the period
Items not affecting cash
Amortization
Equity income
Accrued interest
Non-controlling interest

Net change in non-cash working capital items

Financing activities

- Net proceeds from the issuance of Units (note 3)
Increase (decrease) in bank indebtedness
Proceeds of long-term debt
Repayment of long-term debt
Disiributions paid to unitholders
Distributions paid to non-controlling interest

Investing activities

Business acquisitions (note 4)

Deposits on future business acquisitions
Purchase of property and equipment

Intangible assets

Pre-opening costs

Repayment from (investment in) equity investee

Increase (decrease) in cash and cash
equivalents

Cash and cash equivalents balance, beginning
of period

Cash and cash equivalents balance, end of
period

Supplcmeniary information
Interest paid

, Nine month period ended

Three month period ended
September 30,  September 30, September 30,  Scptember 30,
2006 2005 1 2006 2005
$ $ ' 5
5
I
i
3,332,213 1,763,798 : 6,887,354 3,896,210
:
651,636 375,005 b1,694,427 992,997
' - (5,237) (28,237) (12,585)
- 25,711 | - . 130,722
1,345,342 1,202,077 ' 2,883,814 2,739,683
5,329,191 3,361,354 i 11,437,358 7,747,027
(5,018,345) (1,340,616) L (7,333,994) (3,077,689
310,846 2,020,738 : 4,103,364 4,669,338
94,418 - | 30643418 28670464
12,169,634 8,993,000 y 13,585,671 (2,404,240)
- (143,573) i - (146,501)
(5,000,000) - 1 (8,852,466) -
{2,587,514) (1,647,377) ‘ {6,964,337) (4,292,331)
(991,486) (1,115,362) I (3,140,739 (3,245,193)
13
3,685,052 6,086,688 25,271,547 18,582,199
(3,175,717) (1,177,746) i (24,856,292) (15,199,333)
(55,000) (6,200,000) I (1,882,298) (6,200,000)
{678,585) (722,757) t (2,542,137) {1,707,943)
{93,475) (106,354) , (458,766) (216,553)
- 5,538 ] - 65,512
1
(4,002,776) (8,201,319) i (29,739,493) (23,258,317)
!

(6,878) (93,893) (364,582) (6,780)
1,689,696 265,785 ! 2,047,400 178,672
1,682,818 171,892 f 1,682,818 171,892

456,964 142,664 893,595 390,224

!
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Liquor Stores Income Fund

Notes to Interim Consolidated Financial Statements
September 30, 2006

(unaudited)

!
i
i
i
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1 Nature of operations and organization

[
Liquor Stores Income Fund (the “Fund™) is an unincorporated, open ended, limited purpose trust established
under the laws of the Province of Alberta pursuant to a Declaration of Trust dated August 10, 2004,

' As at September 30, 2006, Liquor Stores LP operated 92 (September 30, 2005 65) retail liquor stores in
Alberta and 7 (September 30, 2005 -3) retail liquor stores in British Columbia

2 Basis of presentation
1
The accompanying unaudited interim consolidated financial statements have} been prepared by management in
. accordance with Canadian generally accepted accounting principles (“GAAP™) for interim financial statements.
The accounting principles and methods of computation adopted in these financial statements are the same as
those of the audited financial statements for the year ended December 31, 2005. However, these interim
consolidated financial statements do not include all information and footnote disclosures required under
- Canadian GAAP for annual financial statements. Accordingly, these unaudlted consolidated interim financial
statements should be read in conjunction with the audited financial statements and notes thereto, for the year
ended December 31, 2005. i
3 Issuance of Units - |

?

On March 15, 20086, the Fund issued 1,600,000 Fund Units at $20.25 per Fun:d Unit for aggregate proceeds of
$32,400,000. The cost of issuance of the units was $1,756,582, resulting in net proceeds of $30,643,418. The
Fund used the net proceeds from the issuance to acquire new stores as described in notes 4 and 13, develop new
“stores, repay existing indebtedness and for general corporate purposes.

4 Business acquisitions

During the quarter ended September 30, 2006, the Fund completed the aequisition of 11 retail liquor store
businesses. The business acquisitions have been accounted for using the purchase method, whereby the
purchase consideration was allocated to the estimated fair values of the assets acquired and liabilities assumed
at the effective date of the purchase. The Fund has not yet finalized the allocation of the purchase cost for the
acquisitions. The preliminary allocation of the purchase cost is based on mar{agement s best estimate and
information available at the time of preparing these consolidated financial Statements and any changes may be
material. |

|
i
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Notes to Interim Consolidated Financial Statements

1
|
I
| |
Liquor Stores Income Fund B .
|
September 30, 2006 i

(unaudited)

The purchase price allocated to the assets acquired and the liabilities assumed, based on their fair values, is as

5 Depdsits on future business acquisitions

follows:
3
Property and equipment 1,378,145
Goodwill - 11,283,343
Intangible assets | 58,997
| 12,720,485
Net working capital i 2,113,622
Deposits made prior to June 30, 2006 (11,658,390
|
| Cash paid { 3,175,717
+ '
: ]
|
i
|,

At September 30, 2006 the Fund had tendered deposits for 5 retail liquor stores in the amount of $1,882,298
(December 31, 2006 - nil}. In addition, deposits for inventory and working capital in the amount of $390,061
were included in prepaid expenses and deposits at September 30, 2006. Subsequent to September 30, 2006, the
Fund drew down the future business acquisitions deposits by $927,469 and mv'entory and working capital
deposits by $307,497 through the acquisition of 2 stores. !

6 Bank indebtedness and long-term debt
Bank Indebtedness

The Fund has an available $32 million operating line, with a seasonal bulge to $38 million between October 1
and February 28. Interest on bank indebtedness is payable at the lender’s prlme rate As at September 30, 2006,
the bank indebtedness rate of interest was 6% (December .:1 2005 — 5.25%) and $30,965,171 was drawn on the
operating line. i

Long;term debt ‘ !
Long-term debt consists of a $14.5 million capital asset loan established to assist in financing existing capital
assets of the Fund. Interest on long-term debt is payable at the bank’s prime rate plus 0.25%. As of September
30, 2006 the effective long-term debt rate of interest was 6.25% (December 3 l 2005 — 5.50). Subsequent to
September 30 2006, $2.5 million was repaid. 5

- i
The bank indebtedness and long-term debt are collateralized by a general security agreement covering all
present and after acquired personal property of Liquor Stores LP and also by afiﬂoating charge over all of
Liquor Stores LP’s present and atter acquired real property and an assignment fof Liquor Stores LP’s insurance.

|_




Liquor Stores Income Fund

Notes to Interim Consolidated Financial Statements
September 30, 2006

~ (unaudited)

"7 Related party transactions

During the three and nine month periods ended September 30, 2006, the Fund mcurred professional fees of
$109,032 and $155,695 respectively, to a law firm where one of the partners is a director of a subsidiary of the
Fund: Rent paid to companies controlled by directors of a subsidiary of the Fund amounted to $21,604 and
$75,479 respectively. Further, the Fund paid fees and expenses to a2 company controlled by the President of the
Fund, relating to the supervision of construction of developed stores and lease administration, in the amount
$36,246 and $95,317 respectively. These transactions are incurred in the norm:a! course of business at terms
similar with unrelated parties and are measured at the exchange amount. Included in accounts payable and
accrued liabilities is $1,375 (December 2005 - $94,848) relating to these transactions.

8 - Unitholders’ equity |

Fund Units
|
Units.outstanding and capital contributions are as follows: !
Number of Net capital
units Issue costs-  contributions
# $ $
Balance — December 31, 2005 6,179,683 | 6,518,764 66,990,066
Units issued on March 15, 2006 1,600,000 © 1,756,582 30,643,418
Units issued on exchange of Liquor Stores LP
Exchangeable LP Units during the nine ‘
months ended September 30, 2006 848,637 - 8,391,311
Balance — September 30, 2006 8,628,320 i 8,275,346 106,024,795

{

An unlimited number of Fund Units may be created and issued pursuant to the;Deciaration of Trust. Each Fund
Unit is transferable and represents an equal undivided beneficial interest in any distributions from the Fund,
whether of net income, net realized capital gains or other amounts and in the net assets of the Fund in the event
of a termination or winding up of the Fund. All Fund Units entitle the holder thereof to one vote and each Fund
Unit has equal voting rights and privileges. ]

Units issued on exchange of Liquor Stores LP Exchangeable LP Units during the nine months ended September
30, 2006 were issued at the carrying amount of the Liquor Stores LP Exchangeable LP Units in accordance
with EIC-151, i .
Distributions payable to Unitholders !

I
Cash available for distribution to unitholders is after cash required for mainten:ance capital expenditures,
working capital reserve, and other reserves considered advisable by the Trustees of the Fund. Distributions
totalling $2,588,282 (80.30 per Fund Unit) were declared by the Fund for the quarter ended September 30,
2006., Of the distributions declared during the quarter, $1,725,450 were paid an $862,832 were payable as of

I
!
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Liqudr Stores Income Fund

September 30, 2006
(unaudited)

‘Notes to Interim Consolidated Finaqcial Statements

9 Non-controlling interest

Exchangeable and Subordinated Unitholders

Liquor Stores Limited Partnership
Balance — December 31, 2005
Redemption of Liquor Stores LP Exchangeable
LP Units for Fund Units during the nine
months ended September 30, 2006

- Balance — September 30, 2006

Fund Special Voting Units

Balance — December 3 1, 2005

Fuhd Special Voting Units — Amount
Eamnings |

Units exchanged for Fund Units

Distributions declared (note 11)

Subsidiaries .
Balance — December 31, 2005

Acquisitions during the period
Earnings
Balance - September 30, 2006

Total

!
|
|
l

September 30, 2006. Distn‘butions of $2,587,514 were paid during the quarter, which included $862,064 of
distributions that were declared and payable as of June 30, 2006.

Liquor Stores LP Liquor Stores LP
Exchangeable LP Subordinated LP
Units Units Total
s # #
2,025,317 | 2,125,000 4,150,317
(848,637) | : (848,637)
LiT6680 | 2,125,000 3,301,680
1,176,680 2,125,000 3,301,680
$ ) $
20,351,876 21,348,354 41,700,230
1,027,276 1,826,268 2,853,544
(8,391,311) i (8,391,311)

{1,230,907)

(1,912,500)

(3,143,407)

11,756,934

21,262,122

33,019,056

70,992

30,271

101,263

33,120,319




Liquor Stores Income Fund

Notes to Interim Consolidated Financial Statements

September 30, 2006
(unaudited) |

Distributions payable to exchangeable and subordinated unitholders non-controlling interest

. Cash available for distribution to non-controlling interest is after cash required for maintenance capital
expenditures, working capital reserve, and other reserves considered advisable by the Trustees of the Fund.
Distributions totalling $353,218 ($0.30 per Exchangeable LP Unit) and $637,500 ($0.30 per Subordinated LP
Unit) were declared by the Fund for the quarter ended September 30, 2006. bf the distributions declared
during the quarter, $235,550 was paid and $755,168 was payable as of September 30, 2006. Distributions of
$991,486 were paid during the quarter, which included $755,936 of distribut'ions that were declared and

payable as of June 30, 2006.

10 Earnings per Unit

Net Earnings (Numerator utilized in basic
’ eamings per unit)
Non-controlling interest
Earnings (Numerator utilized in diluted earnings
per unit)

Earnings per unit - basic
- diluted

Equivalent units outstanding, beginning of period
Weighted average of equivalent units issued
Denominator utilized in basic earnings per unit
Exchangeable and Subordinated units
Denominator utilized in diluted earnings per unit

|
!
I
|
|

September 30, September 30, ' September 30, September 30,
2006 005 2006 2005
(3 months) (3 months) (9 months) (9 months)
s $ $

|
3,332,213 1,763,798 I 6,887,354 3,896,210
1,345,342 1,202,077 ! 2,883,814 2,739,683

l
4,677,555 2,965,875 - 9,771,168 6,635,893

1
$0.39 $0.29 | $0.86 $0.68
$0.39 $0.29 ! 30.85 $0.67
8,626,183 6,130,000 . 6,179,683 4,300,000
1,742 7,126 . 1,782,922 1,423,500
8,627,925 6,137,126 ! 7,962,605 5,723,500
3,302,075 4,192,874 3,533,695 4,197,599
11,930,000 10,330,000 | 11,496,300 9,921,099




Liquor Stores Income Fund

Notes to Interim Consolidated Financial Statements
September 30, 2006

(unaudited)

11

12

13

Distributions
Exchangeable LP Units
and Subordinated LP
Fund Units L Units Total
: Date Date
distribution distribution Declared Paid Declared Paid Declared Paid
declared paid $ $ s 5 $ 3

January 9, 2006 February 15, 2006 618,111 618,111 202,389

I
I
|
|
| 202,389 820,500 820,500
1

February 15, 2006 March 15, 2006 618,944 618,944 201,556 201,556 820,500 820,500
March 10, 2006 April 17, 2006 862,064 862,064 755,936 755,936 1,618,000 1,618,000
April 13, 2006 May 15, 2006 862,064 862,064 118,436 118,436 980,500 980,500
-May 15, 2006 June 15, 2006 862,064 . 862,064 118,436 ¢ 118,436 980,500 980,500

June 15, 2006 July 17, 2006 862,064 862,064 755,936 L 755,936 1,618,000 1,618,000

July 14, 2006 August 15, 2006 862,618 862,618 117,882 t 117,882 980,500 980,500
August 15,2006  September 15, 2006 862,832 862,832 117,668 l 117,668 980,500 980,500
September 15, 2006 October 16, 2006 862,832 - 755,168 - 1,618.000 -

!
7.273.593 6.410,761 3.143.407 12,388.239  10417.000  8.799.000

|

I

|

The Fund’s results for the third quarter and first nine months of 2006 are not necessanly indicative of the
results that may be expected for the full year due to seasonal variations in sales levels. The Fund historically
experiences higher sales in the third and fourth quarters, while the first and second quarter typically experience
lower sales levels due to seasonal shopping patterns. Occupancy related expelilses operating and administrative
expense, amortization and interest expense remain relatively steady throughodt the year.

Seasonal nature of the business

Subsequent events )
‘ t

Subsequent to September 30, 2006, the Fund completed the acquisition of 3 retail liquor store businesses. The

aggregate purchase price (including inventory) for the acquisitions was approximately $3.2 million and was

paid in cash from existing facilities and proceeds from the issuance of Fund Units (note 3).

1

The j:urchase price on the acquisition will be allocated to the fair value of the acquired assets when determined.

Cn October 2, 2006 the Fund issued 1,600,000 Fund Units at $22.30 per Fund Unit for aggregate proceeds of
$35,680,000. The cost of issuance of the units was $1,888,607, resulting in nct proceeds of $33,791,393. The
Fund will use the net proceeds from the issuance to temporarily repay bank indebtedness and for future liquor
store acquisitions and development.




Notes to Interim Consolidated Financial Statements
September 30, 2006
(unaudited)

|
Liquor Stores Income Fund : |
i
i

14 Comparative figures

Certain comparative figures have been reclassified to conform with the current period presentation.




November 8, 2006 !

LIQUOR STORES INCOME FUND ANN OUl\:TCES
PROMOTION OF RICK CROOK TO PRESIDENT

Edmonton, Alberta, November 8, 2006 - Mr. Irv Kipnes, Chief Executive Officer of
Liquor Stores GP Inc., is pleased to announce the promotion of Rick Crook to President
and Chief Operating Officer of Liquor Stores GP Inc. -
‘ |
Mr. Crook assumes responsibility for the overall operations of the colmpany including: store
acquisition and development, finance, store operations, markcting,ghuman resources and
information systems.

F
Mr. Crook previously held the position of Executive Vice Presldcnt and Chief Operating
Officer of Liquor Stores GP Inc. Ptior to that Mr. Crook was the Senior Vice President and
General Manager of the Liquor Depot Corporanon and also spent twelve years in sales and
marketing with large internadonal producers of wine and spirits. Mr. Crook is also a director
of the Alberta Liquor Store Association. Mr. Crook assumes his new role cffective
November 9, 2006. Mr. Kipnes will continue as Chief Executive Ofﬁ;::er
About “Liquor Stores Income Fund” - |
Liquor Stores Income Fund is a publicly traded Canadlan income trust fund headquartered
in Edmonton, Alberta that participates in the retail liquor mdustry‘m Alberta and British
Columbia through its 75.6% interest in Liquor Stores Limited Partnership, which operates
the largest number of private liquor stores in Canada by number of stores (currently 102
stores). , . |

1
]
‘

The Fund trades on the Toronto Stock Exchange under the symbol LIQ.UN. For additional
information about Liquor Stores Income Fund, visit www.sedar.com and the Fund’s website
at www liquorstoresincomefund.ca ' :
f
For further information, please contact:

. i
Irv Kipnes Patrick de Grace, CA |
Chief Executive Officer ' Chief Financial Officer
Liquor Stores GP Inc. Liquor Stores GP Inc. |

(780) 944-9994 ext. 6 (780) 917-4179




